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0D\   KWWSVZZZDDXZRUJEH\RQGWKH
VWDWLVWLFVRQVH[XDODVVDXOW>KWWSVSHUPDFF.<6:&;@
 6HH&DPLOD 'RPRQRVNH 	 &ROLQ 'Z\HU -XGJH 'HFODUHV 0LVWULDO LQ %LOO &RVE\ 6H[XDO
$VVDXOW &DVH 1$7·/ 38% 5$',2 -XQH   KWWSZZZQSURUJVHFWLRQVWKHWZR
ZD\MXGJHGHFODUHVPLVWULDOLQELOOFRVE\VH[XDODVVDXOWFDVH
>KWWSVSHUPDFF'/386/(@HYDOXDWLQJWKHQXPEHURIZRPHQZKRKDYHDFFXVHG%LOO
&RVE\RIVH[XDODVVDXOW2QO\RQHZRPDQ$QGUHD&RQVWDQGZDVDEOHWREULQJKHUVH[XDO
DVVDXOWFODLPDJDLQVW&RVE\,G7KHVWDWXWHRIOLPLWDWLRQVKDGUXQRXWIRUPRVWRIKLVRWKHU
DFFXVHUV·FODLPV  ,G &RQVWDQG·VFODLPDJDLQVW&RVE\ZDVUXOHGDPLVWULDO 6HHDOVR -XGG
/HJXP)R[	)ULHQGV6D\V6H[XDO$VVDXOW$OOHJDWLRQV$JDLQVW'RQDOG7UXPS$UH¶&KLOG·V3OD\·
7+,1. 352*5(66 2FW   KWWSVWKLQNSURJUHVVRUJIR[SXQGLWUHMHFWVZHLQVWHLQ
FRPSDULVRQVD\VWUXPSVH[XDODVVDXOWDOOHJDWLRQVDUHFKLOGVSOD\GGDF
Valparaiso University Law Review, Vol. 53, No. 2 [2019], Art. 7
https://scholar.valpo.edu/vulr/vol53/iss2/7
@ 5HPHG\LQJ6H[XDO$VVDXOW,QYHVWLJDWLRQV 
GLVFXVVHGWRSLFPDQ\SHRSOHFDQQRWUHFRJQL]HVH[XDODVVDXOWZKHQLWLV
RFFXUULQJ7KH'HSDUWPHQWRI-XVWLFHGHILQHVVH[XDODVVDXOWDV´DQ\W\SH
RIVH[XDOFRQWDFWRUEHKDYLRUWKDWRFFXUVZLWKRXWWKHH[SOLFLWFRQVHQWRI
WKH UHFLSLHQWµ  6RPHEHKDYLRUV WKDWDUH FRQVLGHUHGVH[XDODVVDXOW DUH
´IRUFHG VH[XDO LQWHUFRXUVH IRUFLEOH VRGRP\ FKLOG PROHVWDWLRQ LQFHVW
IRQGOLQJDQGDWWHPSWHGUDSHµ8QGHUWKLVGHILQLWLRQUDSHLVLQFOXGHG
DVVH[XDODVVDXOW /DFNRIFRQVHQWLVDQHVVHQWLDOHOHPHQWRIERWKUDSH
DQG VH[XDO DVVDXOW  7KH 'HSDUWPHQW RI -XVWLFH·V GHILQLWLRQ RI VH[XDO
DVVDXOWVXJJHVWVWKDWH[SOLFLWFRQVHQWLVUHTXLUHGIRUDVH[XDOFRQWDFWQRW
WREHFRQVLGHUHGDVH[XDODVVDXOW/DFNRIFRQVHQWZLWKLQWKHGHILQLWLRQ
DOVR LQFOXGHV LQDELOLW\ WR JLYH FRQVHQW EHFDXVH RI SK\VLFDO RU PHQWDO
LQFDSDFLWDWLRQ
6HYHUDO VWDWLVWLFV DUH DYDLODEOH WR SUHVHQW D JHQHUDO YLHZ RI VH[XDO
DVVDXOW LQ LWV FXUUHQW VWDWH  ,Q WKH 8QLWHG 6WDWHV HYHU\  VHFRQGV
VRPHRQHLVVH[XDOO\DVVDXOWHG $URXQGSHRSOHRYHUWKHDJHRI
WZHOYHDUHVH[XDOO\DVVDXOWHGSHU\HDU1LQHRXWRIWHQYLFWLPVRIVH[XDO
YLROHQFHDUHIHPDOHDQGRQHRXWRIVL[IHPDOHVZLOOEHVH[XDOO\DVVDXOWHG
>KWWSVSHUPDFF1540(@ H[DPLQLQJ WKH FODLPV RI ILIWHHQ ZRPHQ WKDW 'RQDOG
7UXPSVH[XDOO\DVVDXOWHGWKHP$IWHUWKHDOOHJDWLRQVZHUHPDGHKHZDVYRWHG3UHVLGHQW
RIWKH8QLWHG6WDWHVRI$PHULFD,G 6HHDOVR/DXUHO:DPVOH\0RUH:RPHQ$OOHJH0LVFRQGXFW
E\+DUYH\:HLQVWHLQ,QFOXGLQJ6H[XDO$VVDXOW1$7·/38% 5$',22FWH[SODLQLQJ
WKHVH[XDOKDUDVVPHQWDQGDVVDXOWFDVHVDJDLQVW+DUYH\:HLQVWHLQ
 6HH7DUD&XOS5HVVOHU:K\3HRSOH,QWHUYHQH:KHQ7KH\:LWQHVVD6H[XDO$VVDXOW7+,1.
352*5(66 2FW   KWWSVWKLQNSURJUHVVRUJZK\SHRSOHGRQWLQWHUYHQHZKHQ
WKH\ZLWQHVVDVH[XDODVVDXOWDQGKRZZHFDQFKDQJHWKDWGI
>KWWSVSHUPDFF8<*0=*@
 86 '(3·7 2) -867 :+$7 ,6 6(;8$/ $66$8/7" -XQH  
KWWSVZZZMXVWLFHJRYRYZVH[XDODVVDXOW >KWWSVSHUPDFF;/<&@ >KHUHLQDIWHU
:+$7,66(;8$/$66$8/7@
 ,G
 &RPSDUH:+$7,66(;8$/$66$8/7VXSUDQRWHIRFXVLQJRQWKHPHDQLQJRIVH[XDO
DVVDXOWZLWK&DUERQLQIUDQRWHKLJKOLJKWLQJWKH'HSDUWPHQWRI-XVWLFH·VQHZGHILQLWLRQ
RIUDSH
 6HH 6XVDQ % &DUERQ $Q 8SGDWHG 'HILQLWLRQ RI 5DSH '(3·7 2) -867 -DQ  
KWWSVZZZMXVWLFHJRYDUFKLYHVRSDEORJXSGDWHGGHILQLWLRQUDSH>KWWSVSHUPDFF
81.5)4)@5DSHLVGHILQHGDV´>W@KHSHQHWUDWLRQQRPDWWHUKRZVOLJKWRIWKHYDJLQDRU
DQXVZLWKDQ\ERG\SDUWRUREMHFWRURUDOSHQHWUDWLRQE\D VH[RUJDQRIDQRWKHUSHUVRQ
ZLWKRXWWKHFRQVHQWRIWKHYLFWLPµ,G
 6HH:+$7,66(;8$/$66$8/7VXSUDQRWHGLUHFWLQJWKDWODFNRIH[SOLFLWFRQVHQWLVDQ
HOHPHQWRIVH[XDODVVDXOW
 6HH&DUERQVXSUDQRWH7KLVLQFDSDFLWDWLRQFDQEHGUXJRUDOFRKROLQGXFHG,G
 6HH  &21* 5(& (² GDLO\ HG $SU   VWDWHPHQW RI 5HS 0DORQH\
FRPSODLQLQJ WKDW HYHU\ WZR DQG D KDOI PLQXWHV VRPHRQH LQ $PHULFD FRPPLWV VH[XDO
DVVDXOW
 6HH 6FRSH RI WKH 3UREOHP6WDWLVWLFV5$,11 KWWSVZZZUDLQQRUJVWDWLVWLFVVFRSH
SUREOHP>KWWSVSHUPDFF8$467@ DGPLWWLQJWKDW$PHULFDQVDUHDVVDXOWHG
SHU\HDU
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 9$/3$5$,6281,9(56,7</$:5(9,(: >9RO
LQ KHU OLIHWLPH  5DSH P\WKV VXJJHVW WKDW PRVW VH[XDO DVVDXOWV DUH
FRPPLWWHGE\VWUDQJHUVDQGSHUSHWXDWHWKHLGHDRIDUDSLVWDVDVWUDQJHU
OXUNLQJLQD´GDUNDOOH\>@RURWKHU¶GDQJHURXV·SODFH>@µ+RZHYHUWKHVH
FRQFHSWLRQV DUHQRW WUXH  6HYHQW\SHUFHQW RI UDSHV DUH FRPPLWWHGE\
VRPHERG\WKHYLFWLPNQRZV
6H[XDO DVVDXOW FDQ KDYH D ODVWLQJ SV\FKRORJLFDO HIIHFW RQ YLFWLPV
'XULQJ WKH WZR ZHHNV DIWHU DQ DVVDXOW QLQHW\IRXU SHUFHQW RI ZRPHQ
H[SHULHQFHVRPHGHJUHHRISRVWWUDXPDWLFVWUHVVGLVRUGHU376'7KRVH
ZKRH[SHULHQFH376'PD\H[SHULHQFH  FRQVWDQW IHDU DQJHURU VKDPH
OHVVHULQWHUHVWLQSDUWLFLSDWLQJLQDFWLYLWLHVIHHOLQJVRIEHLQJGHWDFKHGIURP
RWKHUV LQDELOLW\ WR IHHO SRVLWLYH HPRWLRQV DQG GLIILFXOW\ UHFDOOLQJ
LQIRUPDWLRQ IURP WKH WUDXPDWLF HYHQW  :KLOH QHDUO\ DOO ZRPHQ
H[SHULHQFH DW OHDVW VRPH V\PSWRPV RI 376' DIWHU WKHLU DVVDXOW WKH
PDMRULW\RIYLFWLPVRIDQ\JHQGHUH[SHULHQFHDWOHDVWPRGHUDWHGLVWUHVV
:KHQDQRIIHQGHUFRPPLWVVH[XDODVVDXOWWKHYLFWLPRIWHQWLPHVGRHV
QRWUHSRUWLW,QIDFWRQO\DERXWWKLUW\RQHSHUFHQWRIVH[XDODVVDXOWVDUH
 6HHLGFRQILUPLQJWKDWQLQHW\SHUFHQWRIVH[XDODVVDXOWYLFWLPVDUHZRPHQDQGWKDWRQH
RXWRIVL[ZRPHQKDYHEHHQDYLFWLPRIVH[XDODVVDXOW
 6H[XDO9LROHQFH0\WKVDQG0LVFRQFHSWLRQV$5,= &2$/,7,2172(1'6(;8$/	 '20(67,&
9,2/(1&( KWWSZZZDFHVGYRUJDERXWVH[XDOGRPHVWLFYLROHQFHVH[XDOYLROHQFH
P\WKVPLVFRQFHSWLRQV >KWWSVSHUPDFF8&=&:@ GLVPLVVLQJ WKHP\WK WKDWPRVW
UDSHVDUHFRPPLWWHGE\VWUDQJHUVDQGWKDWUDSHVRIWHQDUHFRPPLWWHGE\SHUSHWUDWRUVKLGLQJ
LQ´GDUNDOOH\VRURWKHU¶GDQJHURXV·SODFHVµ
 6HHLG
 6HH 3HUSHWUDWRUV RI 6H[XDO 9LROHQFH6WDWLVWLFV 5$,11 KWWSVZZZUDLQQRUJ
VWDWLVWLFVSHUSHWUDWRUVVH[XDOYLROHQFH >KWWSVSHUPDFF/57@ GLVWLQJXLVKLQJ
EHWZHHQUDSHVFRPPLWWHGE\VWUDQJHUVDQGUDSHVFRPPLWWHGE\SHRSOHWKHYLFWLPNQHZ
 6HH 9LFWLPV RI 6H[XDO 9LROHQFH  6WDWLVWLFV 5$,11 KWWSVZZZUDLQQRUJVWDWLVWLFV
YLFWLPVVH[XDOYLROHQFH>KWWSVSHUPDFF;8&07:+@
 6HHLG$IWHUQLQHPRQWKVWKHSHUFHQWDJHRIZRPHQH[SHULHQFLQJ376'GURSVWRWKLUW\
SHUFHQW,G
 6HH 6\PSWRPV RI 376' $1;,(7< 	 '(35(66,21 $66·1 $0 $SU 
KWWSVDGDDRUJXQGHUVWDQGLQJDQ[LHW\SRVWWUDXPDWLFVWUHVVGLVRUGHUSWVGV\PSWRPV
>KWWSVSHUPDFF:<*<*/@UHVROYLQJWKDWSRRUPHPRU\RIWKHWUDXPDWLFHYHQWIHDU
DQJHUVKDPHGHWDFKPHQWIURPRWKHUVGLVLQWHUHVWLQDFWLYLWLHVDQGLQDELOLW\WRIHHOSRVLWLYH
HPRWLRQVDUHDOOV\PSWRPVRI376'6HHDOVR3ROLFLQJ5DSH&RPSODLQWVVXSUDQRWHDW
SUHVHQWLQJLQIRUPDWLRQWKDW5KLDQQRQ%URRNHUH[SHULHQFHG376'PHPRU\LPSDLUPHQWGXH
WRKHUVH[XDODVVDXOW
 6HH9LFWLPVRI6H[XDO9LROHQFHVXSUDQRWHH[SODLQLQJWKDWVHYHQW\SHUFHQWRIVH[XDO
DVVDXOWYLFWLPVH[SHULHQFHDWOHDVWDPRGHUDWHDPRXQWRIGLVWUHVV7KHSRUWLRQRIYLFWLPV
WKDWH[SHULHQFHVRPHNLQGRISURIHVVLRQDORUHPRWLRQDOLVVXHVIROORZLQJWKHLUDVVDXOWLVVL[W\
VHYHQSHUFHQWZKHQWKHSHUSHWUDWRUZDVDVWUDQJHU,G7KLVSHUFHQWDJHLQFUHDVHVWRVHYHQW\
QLQHSHUFHQWZKHQ WKHYLFWLPNQHZ WKHSHUSHWUDWRUDQG WR HLJKW\IRXUSHUFHQWZKHQ WKH
SHUSHWUDWRUZDVWKHYLFWLP·VLQWLPDWHSDUWQHU,G
 6HH7KH&ULPLQDO -XVWLFH6\VWHP6WDWLVWLFV5$,11KWWSVZZZUDLQQRUJVWDWLVWLFV
FULPLQDOMXVWLFHV\VWHP>KWWSVSHUPDFF*'56)&*@H[SORULQJWKHQXPEHURIYLFWLPV
ZKRUHSRUWVH[XDODVVDXOW
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@ 5HPHG\LQJ6H[XDO$VVDXOW,QYHVWLJDWLRQV 
UHSRUWHGWRODZHQIRUFHPHQW7KLVSHUFHQWDJHLVVLJQLILFDQWO\GLIIHUHQW
WKDQWKHIUHTXHQF\RIUHSRUWLQJIRURWKHUFULPHV 6L[W\WZRSHUFHQWRI
UREEHULHV DUH UHSRUWHG WR ODZ HQIRUFHPHQW DQG VL[W\WKUHH SHUFHQW RI
DVVDXOW DQG EDWWHU\ RIIHQVHV DUH UHSRUWHG WR ODZ HQIRUFHPHQW  7KH
H[WUHPHWROOVH[XDODVVDXOWKDVRQDYLFWLPSUHYHQWVPDQ\YLFWLPVIURP
UHSRUWLQJ VH[XDO DVVDXOW  +DUGVKLS GXH WR VH[XDO DVVDXOW FDQ PDNH
YLFWLPVUHOXFWDQWWRUHSRUWULJKWDZD\RUWRUHSRUWDWDOODVUHSRUWLQJVH[XDO
DVVDXOWWRODZHQIRUFHPHQWFDQEHDQLQYDVLYHDQGGLIILFXOWWDVN2IWKH
WKLUW\RQHSHUFHQWRIVH[XDODVVDXOWVWKDWDUHUHSRUWHGRQO\DSRUWLRQDUH
UHIHUUHGWRDSURVHFXWRU2XWRIUHSRUWHGUDSHVRQO\HOHYHQZLOOJR
WRWULDO $JDLQ WKHVHQXPEHUVFRQWUDVWZLWKVWDWLVWLFVIRUUREEHU\DQG
DVVDXOW DQG EDWWHU\  5HSRUWHG UREEHULHV JR WR WULDO WZLFH DV RIWHQ DV
UHSRUWHGUDSHV$VVDXOWDQGEDWWHU\LVUHIHUUHGWRDSURVHFXWRUDWDUDWH
ILYHWLPHVKLJKHUWKDQVH[XDODVVDXOW
3K\VLFDO HYLGHQFH DQG VWDWHPHQWV PDGH DERXW WKH DVVDXOW DUH
LPSRUWDQW WRKHOS WKHVWDWHGHFLGHZKHWKHU WRSUHVVFKDUJHV 3K\VLFDO
 6HHLG
 6HHLGKLJKOLJKWLQJUREEHU\DQGDVVDXOWDQGEDWWHU\VWDWLVWLFVWRFRPSDUHWKHPWRVH[XDO
DVVDXOW
 6HH&ULPLQDO-XVWLFH6\VWHPVXSUDQRWHLGHQWLI\LQJWKDWRXWRIUREEHULHVDUH
UHSRUWHGWRODZHQIRUFHPHQWDQGWKDWLQVWDQFHVRIDVVDXOWDQGEDWWHU\DUHUHSRUWHG
 6HH 5HSRUWLQJ 6H[XDO $VVDXOW WR WKH 3ROLFH %5($. 7+( &<&/( KWWSVZZZEUHDNWKH
F\FOHRUJEORJUHSRUWLQJVH[XDODVVDXOWSROLFH >KWWSVSHUPDFF6)0(5=@ RIIHULQJ
WKDWDVH[XDODVVDXOWLVDWD[LQJH[SHULHQFHIRUYLFWLPV
 6HHLGDFNQRZOHGJLQJWKDWYLFWLPVRIVH[XDODVVDXOWPLJKWQRWEHUHDG\WRJLYHWKHLU
DFFRXQWRIWKHHYHQW7KHSURFHVVRIUHSRUWLQJEHJLQVZLWKDQRIILFHUGRFXPHQWLQJWKHFDVH
,G  9LFWLPV FDQPHHW WKH RIILFHU LQ DQ\ VHWWLQJ WKDW WKH\ZLVK  ,G 2IILFHUVZLOO LQTXLUH
´ZKHWKHU WKHUHZDVDGGLWLRQDOSK\VLFDODVVDXOWRULQMXU\ LIZHDSRQVZHUHXVHGDQGDQ\
GHVFULSWLYHIHDWXUHVWKDWZHUHQRWLFHGDERXWWKHSHUSHWUDWRUVµ,G7KHLQWHUYLHZWDNHVDIHZ
KRXUVDQGWKHRIILFHUZLOOJRRYHUWKHGHWDLOVRIWKHVH[XDODVVDXOWUHSHDWHGO\ ,G6HHDOVR
&ULPLQDO-XVWLFH6\VWHPVXSUDQRWHOLVWLQJWKHUHDVRQVYLFWLPVRIVH[XDOYLROHQFHGRQRW
UHSRUW  7KRVH ZKR GR QRW UHSRUW IHDU WKHLU RIIHQGHU ZLOO UHWDOLDWH EHOLHYH WKDW ODZ
HQIRUFHPHQWZRXOGQRWSURYLGH WKHPZLWKKHOSZLVK WRNHHSWKHDVVDXOWSULYDWHEHOLHYH
WKHLUDVVDXOWLVWRRXQLPSRUWDQWWRUHSRUWGRQRWZDQWWRJHWWKHRIIHQGHULQWURXEOHRUUHSRUW
WKHFULPHWRDQRWKHUW\SHRIRIILFLDO,G
 6HH &ULPLQDO -XVWLFH 6\VWHP VXSUDQRWH  UHSRUWLQJ WKDW RXW RI RQH WKRXVDQG UDSHV
UHSRUWHGRQO\HOHYHQDUHUHIHUUHGWRDSURVHFXWRU
 6HHLGH[DPLQLQJVWDWLVWLFVWKDWGHPRQVWUDWHWKDWRQO\RXWRIUDSHUHSRUWVJRWR
WULDO6RPHVH[XDODVVDXOWFDVHVZLOODOVREHGHFLGHGE\SOHDEDUJDLQEHIRUHWKHWULDO:KDW
WR([SHFWIURPWKH&ULPLQDO-XVWLFH6\VWHPLQIUDQRWH
 6HH&ULPLQDO-XVWLFH6\VWHPVXSUDQRWHDVVHUWLQJWKDWPRUHDOOHJDWLRQVRIUREEHU\DQG
DVVDXOWDQGEDWWHU\DUHUHIHUUHGWRDSURVHFXWRUWKDQDOOHJDWLRQVRIVH[XDODVVDXOW
 6HHLGLQVSHFWLQJVWDWLVWLFVWKDWVXJJHVWRIUREEHULHVUHSRUWHGDUHUHIHUUHGWRD
SURVHFXWRU
 6HHLG
 6HH (YLGHQFH )25(16,&6 )25 6859,9256 KWWSZZZVXUYLYHUDSHRUJIRUHQVLFV
VH[XDODVVDXOWIRUHQVLFVHYLGHQFH GHWHUPLQLQJ WKDW WKHUH DUH WKUHH W\SHV RI HYLGHQFH WR
FRQVLGHULQVH[XDODVVDXOWFDVHV
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HYLGHQFHEHVLGHV'1$WKDWFRQQHFWVDSHUSHWUDWRUWRWKHVH[XDODVVDXOW
VXFKDVJUDVVVWDLQVRQWKHDOOHJHGSHUSHWUDWRUVFORWKLQJFDQEHFRQVLGHUHG
E\WKHVWDWH$OVRLWHPVWKDWWKHSHUSHWUDWRUWRRNIURPWKHYLFWLPPD\
EHLPSRUWDQWHYLGHQFHLQSURYLQJDQDVVDXOW7KHVWDWHFDQDOVRFRQVLGHU
WHVWLPRQ\ IURP VHYHUDO SHRSOH  6WDWHPHQWV IURP WKH YLFWLP WKH ILUVW
SHUVRQWKHYLFWLPUHSRUWHGWKHDVVDXOWWRZLWQHVVHVDQGWKHSHRSOHZKR
FROOHFWHGHYLGHQFHDUHLPSRUWDQWIRUPVRIWHVWLPRQLDOHYLGHQFH)LQDOO\
WKH VWDWH FDQ FRQVLGHU SHUVRQDO FRPPXQLFDWLRQV E\ WKH YLFWLP RU
SHUSHWUDWRURUFRPPXQLFDWLRQEHWZHHQWKHWZRSDUWLHVDVHYLGHQFH
2QO\DSRUWLRQRIVH[XDODVVDXOWFDVHVWKDWDUHWULHGLQFRXUWZLOOOHDG
WRDFRQYLFWLRQ2IWKHHOHYHQUDSHFDVHVUHIHUUHGWRDSURVHFXWRUVHYHQ
ZLOOHQGZLWKWKHFRQYLFWLRQRIWKHSHUSHWUDWRU7KLVPHDQVWKDWRXWRI
UDSHVFRPPLWWHGWKHSHUSHWUDWRULVRQO\FRQYLFWHGRIDIHORQ\VHYHQ
WLPHV7KLVSHUFHQWDJHLVORZLQFRPSDULVRQWRUREEHU\DQGDVVDXOWDQG
EDWWHU\7ZRSHUFHQWRIUREEHUVZLOOEHFRQYLFWHGRIDIHORQ\ZKLOHIRXU
SHUFHQWRIWKRVHZKRFRPPLWDVVDXOWDQGEDWWHU\ZLOOEHFRQYLFWHG5DSH
 6HHLG
 6HHLG
 6HHLG
 6HHLG
 6HH LG H[DPLQLQJ SHUVRQDO FRPPXQLFDWLRQ DV D IRUP RI HYLGHQFH LQ VH[XDO DVVDXOW
FDVHV6HHDOVR$QJHOLQD&KDSLQ:ULWLQJD/RYH/HWWHU,QVWHDGRID3ROLFH5HSRUW:K\9LFWLPV
&RQWDFW 6H[ $WWDFNHUV 7+( *8$5',$1 )HE   KWWSVZZZWKHJXDUGLDQFRP
ZRUOGIHEMLDQJKRPHVKLWULDOVH[XDODVVDXOWYLFWLPVUHVSRQVH
>KWWSVSHUPDFF0:/(;@ FODULI\LQJ WKDW VRPHWLPHV D YLFWLP ZLOO FRQWLQXH D
UHODWLRQVKLSZLWK KHU DWWDFNHU :KLOH SHUVRQDO FRPPXQLFDWLRQ HYLGHQFH FDQ EH XVHG WR
PDNHDFDVHDJDLQVWDSHUSHWUDWRULWFDQDOVREHXVHGWRPDNHDFDVHDJDLQVWDQDFWXDOYLFWLP
RIVH[XDODVVDXOW  ,G 6RPHWLPHVYLFWLPVRIVH[XDODVVDXOWZLOOKDYHFRPPXQLFDWLRQZLWK
WKHLUDWWDFNHUWKDWVHHPVLQFRQVLVWHQWZLWKZKDWZRXOGEHFRQVLGHUHGW\SLFDOFRPPXQLFDWLRQ
EHWZHHQ D YLFWLP DQG DQ DWWDFNHU  ,G  7KLV GRHV QRWPHDQ WKH YLFWLPZDV QRW DFWXDOO\
DVVDXOWHG,G7KLVLVGLVFXVVHGIXUWKHULQ3DUW,,,6HHLQIUD3DUW,,,
 6HH &ULPLQDO -XVWLFH 6\VWHP VXSUD QRWH  H[SODLQLQJ WKDW VHYHQ RI WKH HOHYHQ UDSH
DOOHJDWLRQVUHIHUUHGWRDSURVHFXWRUZLOOHQGLQFRQYLFWLRQ
 6HHLG2IWKHVHYHQSHUSHWUDWRUVZKRDUHFRQYLFWHGRIUDSHRQO\VL[ZLOOEHLQFDUFHUDWHG
,G
 6HHLG
 6HHLG2XWRIUDSHVDUHUHSRUWHGWRSROLFHOHDGWRDUUHVWDUHUHIHUUHGWR
SURVHFXWRUVZLOOOHDGWRFRQYLFWLRQDQGSHUSHWUDWRUVZLOOEHLQFDUFHUDWHG  ,G 2XWRI
UREEHULHVDUHUHSRUWHGWRSROLFHOHDGWRDUUHVWDUHUHIHUUHGWRSURVHFXWRUV
ZLOOOHDGWRFRQYLFWLRQDQGSHUSHWUDWRUVZLOOEHLQFDUFHUDWHG,G2XWRIDVVDXOW
DQG EDWWHU\ FULPHV  DUH UHSRUWHG WR SROLFH  OHDG WR DUUHVW  DUH UHIHUUHG WR
SURVHFXWRUVZLOOOHDGWRDFRQYLFWLRQDQGSHUSHWUDWRUVZLOOEHSURVHFXWHG,G
 6HHLG KLJKOLJKWLQJWKDWRIUREEHULHVDQGRILQVWDQFHVRIDVVDXOWDQG
EDWWHU\ZLOOOHDGWRFRQYLFWLRQ7KLUW\RQHSHUFHQWRIUDSHVDUHUHSRUWHGWRSROLFHOHDG
WR DUUHVW  DUH UHIHUUHG WR SURVHFXWRUV  ZLOO OHDG WR FRQYLFWLRQ DQG  RI
SHUSHWUDWRUVZLOOEHSURVHFXWHG,G,QFRQWUDVWRIUREEHULHVDUHUHSRUWHGWRSROLFH
OHDGWRDUUHVWDUHUHIHUUHGWRSURVHFXWRUVZLOOHQGLQFRQYLFWLRQDQGRI
SHUSHWUDWRUVZLOOEHLQFDUFHUDWHG,G)RUDVVDXOWDQGEDWWHU\RIFULPHVDUHUHSRUWHG
Valparaiso University Law Review, Vol. 53, No. 2 [2019], Art. 7
https://scholar.valpo.edu/vulr/vol53/iss2/7
@ 5HPHG\LQJ6H[XDO$VVDXOW,QYHVWLJDWLRQV 
DQG VH[XDO DVVDXOW WULDOV FDQ RIWHQ ERLO GRZQ WR D ´KH VDLG VKH VDLGµ
DUJXPHQW LQ ZKLFK LW LV XS WR WKH WULHU RI IDFW WR GHWHUPLQH LI WKH
SURVHFXWLRQSURYHGLWVFDVHEH\RQGDUHDVRQDEOHGRXEW
7KHVWDWHKDVFRPSOHWHGLVFUHWLRQLQGHFLGLQJZKLFKDOOHJDWLRQVUHVXOW
LQSUHVVLQJFKDUJHV3URVHFXWRUVPD\GHFLGHQRWWRSURFHHGLQSUHVVLQJ
FKDUJHVLIWKH\IHHOWKH\GRQRWKDYHVXIILFLHQWHYLGHQFHWRSURYHDVH[XDO
DVVDXOW '1$LVDQLPSRUWDQWWRRORIHYLGHQFHWKDWLVFUXFLDOLQDLGLQJ
WKH VWDWH·V GHFLVLRQ WR SUHVV FKDUJHV '1$ FDQ EH REWDLQHGGXULQJ D
VH[XDODVVDXOWIRUHQVLFH[DP7KHHQWLUHSURFHVVDVZHOODVWKHDVVDXOW
LWVHOILVDWUDXPDWLFH[SHULHQFHIRUWKHYLFWLPWKDWQHJDWLYHO\LPSDFWVWKH
YLFWLP·VEHKDYLRU
WRSROLFHOHDGWRDUUHVWDUHUHIHUUHGWRSURVHFXWRUVZLOOHQGLQFRQYLFWLRQ
DQGRISHUSHWUDWRUVZLOOEHLQFDUFHUDWHG,G
 6HH -RQDWKDQ:LWPHU5LFK8QSDFNLQJ&RQILUPDWLYH&RQVHQW1RWDV*UHDWDV<RX+RSH
1RWDV%DGDV<RX)HDU7(; 7(&+/ 5(9RIIHULQJLQIRUPDWLRQWKDW´KHVDLG
VKHVDLGµDUJXPHQWVDUHSDUWLFXODUO\FRPPRQLQUDSHDQGVH[XDODVVDXOWFDVHV6HHDOVR/RLV
$ 3UHQWLFH +DQGOLQJ WKH 'HIHQVH LQ D 5DSH 3URVHFXWLRQ $0 -85 75,$/6 2FW 
LGHQWLI\LQJEH\RQGDUHDVRQDEOHGRXEWDVWKHVWDQGDUGRISURRISURVHFXWRUVPXVWPHHWLQD
UDSHFDVH,QDUDSHRUVH[XDODVVDXOWFDVHWKHSURVHFXWRUPXVWPHHWWKHVWDQGDUGRISURRI
WKDWWKHRIIHQVHRFFXUUHGEH\RQGDUHDVRQDEOHGRXEW,G3URVHFXWRUVPXVWVKRZEH\RQGD
UHDVRQDEOHGRXEWWKDWWKHYLFWLPGLGQRWFRQVHQWWRDQ\VH[XDODFWLYLW\,GDW6HHDOVR
6SHLVHUY5DQGDOO86²KROGLQJWKDWVRPHULJKWVVXFKDVDFULPLQDO
GHIHQGDQW·V OLEHUW\ PXVW EH SURWHFWHG LQ D FRXUW RI ODZ E\ PDLQWDLQLQJ D ´EH\RQG D
UHDVRQDEOH GRXEWµ VWDQGDUG JXDUDQWHHG E\ WKH 'XH 3URFHVV &ODXVH  7KH VWDWH KDV D
OHJLWLPDWHLQWHUHVWLQSURWHFWLQJWKHOLEHUW\RIDFULPLQDOGHIHQGDQW,G,WPXVWSURWHFWWKLV
YDOXDEOHLQWHUHVWE\UHTXLULQJWKHSURVHFXWLRQLQDFULPLQDOFDVHWRPHHWDVWDQGDUGRISURRI
´EH\RQGDUHDVRQDEOHGRXEWµ  ,G $GHIHQGDQW LVDZDUGHGWKLVULJKWE\ WKH'XH3URFHVV
&ODXVHRIWKH)RXUWHHQWK$PHQGPHQWRIWKH&RQVWLWXWLRQ,GDW6HH/LQGVD\-%ULFH	
&DUROLQH63DOPHU8QGHUVWDQGLQJ7LWOH,;,QYHVWLJDWLRQV%(1&+	%$50,11
QRWLQJWKDWLWLVGLIILFXOWIRUSURVHFXWRUVWRSURYHVH[XDODVVDXOWFDVHVEH\RQGDUHDVRQDEOH
GRXEW7KLVLVRIWHQGLIILFXOWIRUSURVHFXWRUVWRDFFRPSOLVK,G
 6HH:KDWWR([SHFW)URPWKH&ULPLQDO-XVWLFH6\VWHP5$,11KWWSVZZZUDLQQRUJ
DUWLFOHVZKDWH[SHFWFULPLQDOMXVWLFHV\VWHP>KWWSVSHUPDFF4/17*3@
 6HHLG
 6HH7KH ,PSRUWDQFH RI'1$ LQ6H[XDO$VVDXOW&DVHV5$,11KWWSVZZZUDLQQRUJ
DUWLFOHVLPSRUWDQFHGQDVH[XDODVVDXOWFDVHV>KWWSVSHUPDFF07&/*&@
 6HHLGQRWLQJWKDW'1$FDQEHREWDLQHGZKHQDYLFWLPVXEPLWVWRDUDSHNLW6HHDOVR
5HEHFFD&DPSEHOOHWDO)RUJRWWHQ(YLGHQFH$0L[HG0HWKRGV6WXG\RI:K\6H[XDO$VVDXOW.LWV
6$.6$UH1RW6XEPLWWHGIRU'1$)RUHQVLF7HVWLQJ/ 	+80$1%(+$9,252FW
GHVFULELQJWKHSURFHVVRIFRQGXFWLQJDIRUHQVLFH[DP$IRUHQVLFH[DPLVRIWHQDQ
LQYDVLYHSURFHVVIRUDYLFWLPRIVH[XDODVVDXOW,GDW)RUHQVLFHYLGHQFHLVRIWHQFROOHFWHG
LQVH[XDODVVDXOWNLWV,G7KRVHNLWVFRQWDLQ'1$HYLGHQFHVXFKDVEORRGVDOLYDDQGVHPHQ
,G
 6HHLQIUD3DUW,,%VXPPDUL]LQJWKHYDULRXVFRPPRQYLFWLPEHKDYLRUVRIVH[XDODVVDXOW
YLFWLPV
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% 7\SLFDO9LFWLP%HKDYLRUVLQ6XUYLYRUVRI6H[XDO$VVDXOW
9LFWLP EHKDYLRU ZKLFK PD\ RIWHQ VHHP DW\SLFDO OHDGV VRPH ODZ
HQIRUFHPHQW RIILFHUV WR EH XQQHFHVVDULO\ VNHSWLFDO RI VH[XDO YLROHQFH
FODLPV DQG OHDGV WKHP WR EHOLHYH WKDW YLFWLPV DUH IDEULFDWLQJ WKHLU
DOOHJDWLRQV3HRSOHW\SLFDOO\ORRNWRWKHEHKDYLRURIDYLFWLPWRGHGXFH
ZKHWKHU RU QRW LW LV FRQVLVWHQW ZLWK WKDW RI D ´UHDOµ YLFWLP RI VH[XDO
DVVDXOW%HFDXVHWKHEHKDYLRURIDYLFWLPFDQEHFRQWUDU\WRZKDWSHRSOH
H[SHFW WKH\ PD\ FRQVWUXH WKH EHKDYLRU WR GLPLQLVK WKH YLFWLP·V
FUHGLELOLW\6RFLHWDOP\WKVDERXWVH[XDODVVDXOWDOORZWKHSXEOLFWRGRXEW
D OLNHO\ YLFWLP  /DZ HQIRUFHPHQW RIILFHUV DUH QRW H[HPSW IURP
H[SHULHQFLQJ WKLV NLQGRI YLFWLPGRXEW :KHQ2IILFHU7RP7UHPEOH\
EHJDQZRUNLQJDWWKH%XUOLQJWRQ3ROLFH'HSDUWPHQWKHZDVGLVKHDUWHQHG
E\WKHQXPEHURIKLVFROOHDJXHVWKDWGLGQRWEHOLHYHUDSHYLFWLPV,QIDFW
7UHPEOD\ QRWHG WKDW ´>X@QOLNH DQ\ RWKHU FULPH , UHVSRQGHG WR LQ P\
FDUHHU WKHUH ZDV DOZD\V WKLV WKRXJKW WKDW D UDSH UHSRUW ZDV D IDOVH
UHSRUWµ 7KLVNLQGRI WKLQNLQJDULVHV IURPDPLVXQGHUVWDQGLQJRI WKH
W\SLFDOEHKDYLRURIDYLFWLPRIVH[XDOYLROHQFH
(YHU\RQH KDQGOHV WKH DIWHUPDWK RI D WUDXPDWLF HYHQW GLIIHUHQWO\
7KLVLVDOVRWUXHIRUYLFWLPVRIVH[XDODVVDXOW+RZHYHUWKHUHDUHVRPH
EHKDYLRUV WKDW W\SLFDOO\ PDQLIHVW WKHPVHOYHV LQ YLFWLPV RI VH[XDO
 6HH5XL]VXSUDQRWHFRQVLGHULQJUHFHQWVWXGLHVFRQFOXGLQJWKDWDYLFWLPRIVH[XDO
DVVDXOW·VFRSLQJPHFKDQLVPVRIWHQFRQIXVHODZHQIRUFHPHQWRIILFHUV
 6HH-HQQLIHU*HQWLOH/RQJ([SODLQLQJ&RXQWHULQWXLWLYH9LFWLP%HKDYLRULQ'RPHVWLF9LROHQFH
DQG6H[XDO$VVDXOW&DVHV7+(92,&(QRH[SODLQLQJWKDWWKHSXEOLFXVHVWKHEHKDYLRURI
DOOHJHGVH[XDODVVDXOWYLFWLPVWRGHWHUPLQHLIWKHLUEHKDYLRULVFRQVLVWHQWZLWKWKDWRID´UHDOµ
YLFWLP
 6HHLG
 6HHLG
 6HH5RVH&RUULJDQ7KH1HZ7ULDOE\2UGHDO5DSH.LWV3ROLFH3UDFWLFHVDQGWKH8QLQWHQGHG
(IIHFWVRI3ROLF\ ,QQRYDWLRQ/ 	 62& ,148,5<   JUDQWLQJUHVSRQVLELOLW\DW
OHDVWLQSDUWWRODZHQIRUFHPHQW·VVNHSWLFLVPRIVH[XDODVVDXOWYLFWLPVIRUORZUHSRUWLQJRI
FULPHVRIVH[XDOYLROHQFH
 6HH5XL]VXSUDQRWH$IWHUEHJLQQLQJWRLQWHUYLHZYLFWLPVRIVH[XDOYLROHQFHKLPVHOI
7UHPEOD\TXLFNO\XQGHUVWRRGZK\WKH\ZHUHGLVEHOLHYHGVRRIWHQ ,G 6RPHYLFWLPVKDG
GLIILFXOW\UHPHPEHULQJ WKHLUDVVDXOWRUSODFLQJLW LQDQXQGHUVWDQGDEOHFKURQRORJ\VRPH
ZHUHHPRWLRQOHVVDQGVRPHVPLOHGRUODXJKHGZKLOHUHFRXQWLQJWKHLUDVVDXOW,G
 ,G
 6HHLG RIIHULQJVFLHQWLILFHYLGHQFHWRGHPRQVWUDWHWKDWFHUWDLQQHXURORJLFDOIXQFWLRQV
PDNHYLFWLPVVHHPOLNHWKH\DUHQRWEHLQJWUXWKIXOZKHQLQIDFWWKH\DUH
 6HH &RSLQJ ZLWK 7UDXPD DQG 'LVDVWHUV 0,1' 635,1*6 +($/7+ -XQH  
KWWSVPLQGVSULQJVKHDOWKRUJFRSLQJZLWKWUDXPDGLVDVWHUV"GRLQJBZSBFURQ 
>KWWSVSHUPDFF<7;*@
 6HH +RZ 3HRSOH &RSH <$/( 81,9 KWWSVKDUHFHQWHU\DOHHGXLQIRUPDWLRQDERXW
VH[XDOPLVFRQGXFWKRZSHRSOHFRSH>KWWSVSHUPDFF367948@
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
YLROHQFH7KHVHEHKDYLRUVLQFOXGHWRQLFLPPRELOLW\GHOD\HGUHSRUWLQJ
FRQWLQXHGUHODWLRQVKLSZLWKWKHDVVDXOWHUDQGIUDJPHQWHGPHPRU\
6HFWLRQ,,%H[DPLQHVWRQLFLPPRELOLW\DQGKRZDYLFWLP·VDSSDUHQW
QRQUHVLVWDQFH WR DQ DWWDFN FDXVHV ODZ HQIRUFHPHQW WR TXHVWLRQ KHU
KRQHVW\  6HFWLRQ ,,% GLVFXVVHV KRZ GHOD\HG UHSRUWLQJ RI DQ DFW RI
VH[XDOYLROHQFHQHJDWLYHO\LPSDFWVDODZHQIRUFHPHQWRIILFHU·VSHUFHSWLRQ
 6HH$0 -85' 5DSH7UDXPD6\QGURPHUHPDUNLQJWKDWQRWDOOUDSHYLFWLPV
H[SHULHQFH WKH VDPH V\PSWRPV EXW WKDW WKHUH LV W\SLFDOO\ D SDWWHUQ RI EHKDYLRU DPRQJ
YLFWLPV$YLFWLP·VGLVLQWHUHVWLQWKHRXWVLGHZRUOGDIWHUVKHKDVEHHQDVVDXOWHGLVDFRSLQJ
PHFKDQLVPWRQXPEWKHPLQGDJDLQVWH[WUHPHIHDU,G2IWHQWLPHVWKLVYLFWLPEHKDYLRU
ZLOOPDNHDYLFWLPGLVLQWHUHVWHGLQWDVNVWKDWVKHXVHGWRILQGLPSRUWDQWDQGPDNHKHUIHHO
DV WKRXJKVKHLV LVRODWHGIURPRWKHUV  ,G 7KHYLFWLP·VUHODWLRQVKLSZLWKKHU IDPLO\PD\
VXIIHU DQGKHU URPDQWLF UHODWLRQVKLSVPD\ VXIIHU DVZHOO LI WKHYLFWLP LV VWUXJJOLQJZLWK
LQWLPDF\VH[XDOLW\DQGWHQGHUQHVV  ,G 9LFWLPVRIVH[XDODVVDXOWZLOORIWHQFKDQJH WKHLU
OLIHVW\OHV  ,G  $YLFWLPPD\ FKDQJHKHUSKRQHQXPEHUPRYH RU HYHQ FKDQJHKHU
LGHQWLW\LQRUGHUWRFRSHZLWKWKHWUDXPDRIEHLQJVH[XDOO\DVVDXOWHG,G$YLFWLPRIVH[XDO
YLROHQFHPD\DOVRH[SHULHQFHVHYHUDOFRPPRQHPRWLRQDOLVVXHVOLNHGHSUHVVLRQDQ[LHW\DQG
SKRELD,G'HSUHVVLRQPD\PDQLIHVWLWVHOIDV´H[FHVVLYHRULQVXIILFLHQWVOHHSLQJORZ
HQHUJ\ SUREOHPV ZLWK DWWHQWLRQ DQG FRQFHQWUDWLRQ VRFLDO ZLWKGUDZDO DQG UHFXUULQJ
QHJDWLYHWKRXJKWVµ,G$YLFWLPZLWKDQ[LHW\PD\H[SHULHQFHDZLGHYDULHW\RIV\PSWRPV
LQFOXGLQJ´DSSUHKHQVLRQUHVWOHVVQHVVGU\PRXWKGL]]LQHVVOLJKWKHDGHGQHVVFKHVWSDLQ
XSVHW VWRPDFK GLDUUKHD ZRUU\LQJGLIILFXOW\ LQ FRQFHQWUDWLQJ DQG LQVRPQLDµ  ,G
9LFWLPVRIVH[XDODVVDXOWPD\DOVRH[SHULHQFHORQJWHUPIHDUVDQGSKRELDV,G$YLFWLPRI
VH[XDODVVDXOWPD\DOVRH[SHULHQFHVOHHSGLVWXUEDQFHV,G7KH\PLJKWKDYHGLIILFXOW\
IDOOLQJDVOHHSVFUHDPZKLOHVOHHSLQJRUKDYHQLJKWPDUHV,G6HHDOVR$UWKXU+*DUULVRQ
5DSH7UDXPD6\QGURPH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7ULDOV$0 -85 75,$/$'92&$&<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GHWDLOLQJWKHNLQGVRIGUHDPVWKDWVXUYLYRUVRI
WUDXPD W\SLFDOO\ KDYH  +HOSOHVV GUHDPV LQYROYH WKH YLFWLP UHSOLFDWLQJ WKH VWDWH RI
YLFWLPL]DWLRQ ,G 6XUYLYRUVDOVRVRPHWLPHVKDYHGUHDPVWKDWGHDOV\PEROLFDOO\ZLWKWKH
WKHPHRIUDSH,G9LFWLPVDOVRKDYHPDVWHU\GUHDPVLQZKLFKWKH\WDNHEDFNFRQWURO ,G
)LQDOO\YLFWLPVPD\H[SHULHQFHDQHIIHFWRQWKHLUSHUVRQDOUHODWLRQVKLSV$0 -85'
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5HIOHFWLQJRQ5HVSRQVLELOLW\DQG/HJDO
5HIRUP &2/80 - *(1'(5	 /    H[DPLQLQJ LQVWDQFHVZKHUH IDPLOLHVKDYH
UHDFWHGSRRUO\WRWKHYLFWLP·VVH[XDODVVDXOW$IWHURQHZRPDQWROGKHUPRWKHUDERXWKHU
VH[XDO DVVDXOW KHUPRWKHU EHJDQ WR ORRN DW KHU DV ´GDPDJHG JRRGVµ  ,G 2IWHQWLPHV D
YLFWLP·VIDPLO\DVZHOODVWKHYLFWLPZLOOSODFHVRPHEODPHRQWKHYLFWLPLQRUGHUWRPDNH
VHQVHRIWKHLUUDWLRQDOFULPHRIVH[XDODVVDXOW$0 -85'
 6HH5XL]VXSUDQRWHFRPPHQWLQJWKDWWRQLFLPPRELOLW\LVDW\SLFDOYLFWLPEHKDYLRU
/RQJ VXSUD QRWH  SRLQWLQJ RXW WKDW GHOD\HG UHSRUWLQJ LV D W\SLFDO YLFWLP EHKDYLRU
$NXOLNRZVNL&RPPRQ9LFWLP%HKDYLRUVRI6XUYLYRUVRI6H[XDO$EXVH3$ &2$/,7,21$*$,167
5$3( 0DU   KWWSVZZZSFDURUJEORJFRPPRQYLFWLPEHKDYLRUVVXUYLYRUV
VH[XDODEXVH >KWWSVSHUPDFF%6=90@ >KHUHLQDIWHU &RPPRQ 9LFWLP %HKDYLRUV@
H[DPLQLQJDFRQWLQXHGUHODWLRQVKLSZLWKDQDEXVHUDVDW\SHRIYLFWLPEHKDYLRU6HHDOVR
-HQQLIHU$&KDQGOHU$OH[DQGUD0RU\RJRV7ULVWDQD0DUWLQ5XELR	(ULF5DFLQH$QRWKHU
/RRNDWWKH/HJDODQG(WKLFDO&RQVHTXHQFHVRI3KDUPDFRORJLFDO0HPRU\'DPSHQLQJ7KH&DVHRI
6H[XDO$VVDXOW- / 0(' 	 (7+,&6HPEUDFLQJIUDJPHQWHGPHPRU\DVD
VLGHHIIHFWRIH[SHULHQFLQJWUDXPD
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RIDYLFWLP·VFUHGLELOLW\6HFWLRQ,,%H[SORUHVKRZDYLFWLPFRQWLQXLQJ
D UHODWLRQVKLS RU PDLQWDLQLQJ FRQWDFW ZLWK KHU DVVDLODQW OHDGV ODZ
HQIRUFHPHQWWRDVVXPHVKHLVEHLQJGLVKRQHVW6HFWLRQ,,%GLVFXVVHV
KRZDYLFWLP·VIUDJPHQWHGRULQFRKHUHQWUHFROOHFWLRQRIKHUDWWDFNUHGXFHV
KHUFUHGLELOLW\LQWKHH\HVRIODZHQIRUFHPHQW
 7RQLF,PPRELOLW\
7KHILUVWNLQGRIYLFWLPEHKDYLRUWKDWFDXVHVVNHSWLFLVPDPRQJVWODZ
HQIRUFHPHQWLV´ WRQLFLPPRELOLW\µ7RQLFLPPRELOLW\LV´ DSHULWUDXPDWLF
VWDWHWULJJHUHGE\H[WUHPHIHDUDQGFKDUDFWHUL]HGE\PXVFXODUSDUDO\VLV
LQKLELWHGYRFDOL]DWLRQDQGDQDOJHVLDµ7KLVSKHQRPHQRQKDVEHHQ
UHFRJQL]HGLQDQXPEHURIFDVHVZKHUHHVFDSHVHHPVLPSRVVLEOH
7RQLFLPPRELOLW\H[SODLQVZK\YLFWLPVRIWHQGRQRWDWWHPSWWRHVFDSH
IURP WKH DWWDFNHU HYHQ WKRXJK KH GRHV QRW KDYH D ZHDSRQ  :KHQ
FRQIURQWHG ZLWK DQ DSSDUHQWO\ LQHVFDSDEOH VLWXDWLRQ WRQLF LPPRELOLW\
FDXVHV´VWXSRUDQGPXWLVPµWRVHWLQ7KLVVWDWHRIVWXSRUDQGPXWLVP
LVWKHQFRQVWUXHGE\RWKHUVDVSDVVLYLW\RUFRQVHQWLQJSDUWLFLSDWLRQLQWKH
VH[XDODFWLYLW\
 'HOD\HG5HSRUWLQJ
7KHVHFRQGNLQGRIYLFWLPEHKDYLRUWKDWFDXVHVVNHSWLFLVPDPRQJVW
ODZHQIRUFHPHQWLVGHOD\HGUHSRUWLQJ2IWHQYLFWLPVGHOD\WKHLUUHSRUWV
RIVH[XDODVVDXOW,QIDFWDVWXG\E\WKH1DWLRQDO9LFWLP&HQWHUIRXQG
WKDWRI WKHVH[XDODVVDXOWYLFWLPVZKRUHSRUW WKHFULPHWRRIILFLDOVRQO\
 6HHLQIUD6HFWLRQ,,%GHWHUPLQLQJWKDWGHOD\HGUHSRUWLQJFDXVHVODZHQIRUFHPHQWWR
GRXEWWKHWUXWKIXOQHVVRIDVH[XDOYLROHQFHFODLP
 6HHLQIUD6HFWLRQ,,%
 6HHLQIUD6HFWLRQ,,%
 6HH5XL]VXSUDQRWHUHFRJQL]LQJWRQLFLPPRELOLW\DVDIRUPRIYLFWLPEHKDYLRU6HH
DOVR0HOLVVD+DPLOWRQ7KH5HOLDELOLW\ RI$VVDXOW9LFWLP·V ,PPHGLDWH$FFRXQWV(YLGHQFH IURP
7UDXPD6WXGLHV 67$1 / 	 32/·<5(9    FRQIURQWLQJ WKH FRQFHSWRI WRQLF
LPPRELOLW\
 +DPLOWRQ VXSUD QRWH  DW  $QDOJHVLD LV XQXVXDO SDLQ WROHUDQFH ,G  7RQLF
LPPRELOLW\LQDKXPDQLVHTXLYDOHQW´ WRDQDQLPDOLQWKHZLOGSOD\LQJGHDGZKHQIDFHGZLWK
DSUHGDWRUµ,G
 6HHLGDW
 6HH .DWKU\Q *LJOHU 7KH 1HXURVFLHQFH RI 7UDXPD IURP 6H[XDO $VVDXOW &2*1,7,9(
1(8526&,(1&( 62&·< 0D\   KWWSVZZZFRJQHXURVRFLHW\RUJVH[XDODVVDXOWB
JLJOHUBPD\>KWWSVSHUPDFF8&)/4@
 +DPLOWRQVXSUDQRWHDW
 6HHLG
 6HH/RQJVXSUDQRWHHPEUDFLQJWKHLGHDWKDWYLFWLPVRIVH[XDODVVDXOWRIWHQGRQRW
UHSRUWULJKWDZD\6HHDOVR&ULPLQDO-XVWLFH6\VWHPVXSUDQRWHVSHFXODWLQJWKDWIHDURIQRW
EHLQJEHOLHYHGLVRQHUHDVRQVRPHYLFWLPVGHFLGHQRWWRUHSRUWWKHLUVH[XDODVVDXOWV
 6HH/RQJVXSUDQRWH
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WZHQW\ILYH SHUFHQW UHSRUW ZLWKLQ WZHQW\IRXU KRXUV RI WKH DVVDXOW
:KHQWKH\UHSRUW LWFDQEHPRQWKVRUHYHQ\HDUVDIWHU WKHDVVDXOW WRRN
SODFH
$JDLQSHRSOHDVVXPHWKDWDQDFWXDOYLFWLPRIVH[XDODVVDXOWZRXOG
QRWZDLWWKLVORQJWRUHSRUW7KXVWKRVHZKRGRGHOD\WKHUHSRUWLQJRI
WKHLUDVVDXOWDUHVXVSHFWHGRIPDNLQJDIDOVHFODLP3URIHVVLRQDOVVXFK
DV ODZ HQIRUFHPHQW RIWHQ YLHZ WKLV YLFWLP EHKDYLRU ZLWK VXVSLFLRQ
+RZHYHUWKHIDFWWKDWUHSRUWLQJZDVGHOD\HGVKRXOGQHYHUUDLVHFRQFHUQV
DERXWWUXWKIXOQHVVEHFDXVHGHOD\HGUHSRUWLQJLVQRUPDO
 &RQWLQXHG5HODWLRQVKLSZLWK$VVDLODQW
7KHWKLUGNLQGRIYLFWLPEHKDYLRUWKDWFDXVHVVNHSWLFLVPDPRQJVWODZ
HQIRUFHPHQW LV FRQWLQXLQJ D UHODWLRQVKLS ZLWK WKH DVVDXOWHU  (LJKW\
SHUFHQWRIYLFWLPVRIUDSHDUHUDSHGE\VRPHERG\WKH\NQRZ :KHQ
YLFWLPVDUHUDSHGE\VRPHRQHWKH\NQRZRIWHQWLPHVWKH\ZLOOFDUU\RQDV
LIQRWKLQJEDGRUWUDXPDWLFKDSSHQHG0DQ\YLFWLPVDOORZWKHLUUDSLVW
WRGULYHWKHPKRPHRUHYHQFRQWLQXHWRJRRQGDWHVZLWKWKHLUUDSLVW
7KLVEHKDYLRUDULVHVEHFDXVHLWFDQEHGLIILFXOWIRUYLFWLPVWRSURFHVVWKHLU
VH[XDODVVDXOWVZKHQWKH\KDYHIHHOLQJVIRUWKHLUDWWDFNHU
,Q IDFW YLFWLPV VRPHWLPHV LJQRUH VH[XDO DEXVH WR IRFXV RQ WKHLU
DWWDFNHU·VORYLQJVLGH9LFWLPVPD\EHFRPHFRQIXVHGE\WKHLUDWWDFNHU·V
FKDUPDQGEHOLHYHWKDWWKH\VLPSO\PLVUHDGWKHVLWXDWLRQ6RPHWLPHV
WKH\ZLOOUHDFKRXWWRWKHLUDWWDFNHUEHFDXVHWKH\FUDYHDVHQVHRIFRQWURO
 6HH.LPEHUO\$/RQVZD\	-RDQQH$UFKDPEDXOW'\QDPLFVRI6H[XDO$VVDXOW:KDW'RHV
6H[XDO$VVDXOW5HDOO\/RRN/LNH"(1'9,2/(1&($*$,167:20(1,17·/
 6HHLGDWDVVHUWLQJWKDWLIVH[XDODVVDXOWYLFWLPVUHSRUWDWDOOWKH\VRPHWLPHVUHSRUW
\HDUVDIWHUWKHDVVDXOWWRRNSODFH5HDVRQVWKDWDYLFWLPZRXOGGHOD\UHSRUWLQJLQFOXGHWKDW
VKH LV XQFRPIRUWDEOH LQYROYLQJ ODZ HQIRUFHPHQW DQG WKDW VWHUHRW\SHV UHJDUGLQJ ZKDW D
YLFWLP VKRXOG EH DQG KRZ D YLFWLP VKRXOG DFW PDNH KHU IHHO WKDW VKH ZDV QRW DFWXDOO\
DVVDXOWHG,GDW
 6HH LG DW  FRQIURQWLQJ WKH H[SHFWDWLRQ WKDW ´UHDOµ YLFWLPV RI VH[XDO DVVDXOWZRXOG
UHSRUWWKHLUDVVDXOWVULJKWDZD\
 6HHLG
 6HHLG
 6HHLGDWHVWDEOLVKLQJWKDWGHOD\HGUHSRUWLQJLVWKHQRUP
 6HH&KDSLQVXSUDQRWHILQGLQJWKDWYLFWLPVZLOOFRQWDFWWKHLURIIHQGHULQRUGHUWR
UHJDLQ FRQWURO 6HH DOVR&RPPRQ9LFWLP%HKDYLRUV VXSUDQRWH  H[DPLQLQJ D FRQWLQXHG
UHODWLRQVKLSZLWKDQDEXVHUDVDW\SHRIYLFWLPEHKDYLRU
 6HH&KDSLQVXSUDQRWH
 6HH3ROLFLQJ5DSH&RPSODLQWVVXSUDQRWHDW
 6HH&KDSLQVXSUDQRWH
 6HHLG
 6HHLG
 6HHLGXQGHUOLQLQJWKHFDVHRIRQHZRPDQZKRWKRXJKWKHUDWWDFNHUZDVVRFKDUPLQJ
WKDWVKHPLJKWKDYHPLVUHDGWKDWKHVH[XDOO\DVVDXOWHGKHU
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RYHUWKHWUDXPDWLFVLWXDWLRQ$OVRZRPHQDUHFRQGLWLRQHGQRWWRFUHDWH
FRQIOLFWZLWKPHQVRIHPDOHYLFWLPVPD\DWWHPSWWRIL[RUEHFRPHIULHQGV
ZLWK WKHLUDWWDFNHU  )LQDOO\YLFWLPVRIWHQEODPH WKHPVHOYHV IRU WKHLU
DVVDXOWV DQG ZRQGHU LI WKH\ KDYH OHG WKHLU DWWDFNHU RQ RU DUH VLPSO\
RYHUUHDFWLQJ$Q\RIWKHVHYLFWLPUHVSRQVHVFDQFDXVHYLFWLPVWRNHHS
LQFRQWDFWZLWKWKHLUDWWDFNHU
 )UDJPHQWHG0HPRU\RIWKH$VVDXOW
7KHILQDONLQGRIYLFWLPEHKDYLRUWKDWFDXVHVVNHSWLFLVPDPRQJVWODZ
HQIRUFHPHQW LV D YLFWLP·V IUDJPHQWHGPHPRU\ RI WKH DVVDXOW  6H[XDO
DVVDXOW LVDYHU\ WUDXPDWLFH[SHULHQFH DQGYLFWLPVGHDOLQJZLWKWUDXPD
PD\ KDYH GLIILFXOW\ ZLWK PHPRU\ UHFDOO  7KH\ PD\ DOVR KDYH D
IUDJPHQWHGPHPRU\RIWKHWUDXPDWLFHYHQW,QIDFWYLFWLPVZKRVXIIHU
IURP 376' RIWHQ KDYH GLIILFXOW\ ´EULQJLQJ WR PLQG FRKHUHQW ZHOO
LQWHJUDWHGDXWRELRJUDSKLFDOPHPRULHVRIWKHWUDXPDWLFHYHQWµ
/DZ HQIRUFHPHQW VKRXOG QRW FRQVWUXH WKH V\PSWRPV RI VXIIHULQJ
WKURXJKDWUDXPDDVGLVKRQHVW\,IODZHQIRUFHPHQWGRHVWKHQPHUHO\
VXIIHULQJ IURP 376' PD\ XQGHUPLQH D YLFWLP·V DFFRXQW RI HYHQWV
VXUURXQGLQJ DQ DVVDXOW  ,Q VRPH FDVHV HYLGHQFH RI IODZHG DQG
 6HHLG
 6HHLG
 6HH&KDSLQVXSUDQRWHHODERUDWLQJRQZD\VLQZKLFKYLFWLPVEODPHWKHPVHOYHV
 6HHHJ3ROLFLQJ5DSH&RPSODLQWVVXSUDQRWHDWKLJKOLJKWLQJWKHVWRU\RI(OHDQRU
GH)UHLWDV/DZHQIRUFHPHQWUHOLHGRQDYLGHRVKRZLQJGH)UHLWDVVKRSSLQJDWDOLQJHULH
VWRUHZLWKKHUDWWDFNHUWKHPRUQLQJDIWHUVKHZDVUDSHGWRSURYHWKDWVKHZDVO\LQJ,G7KLV
W\SHRI HYLGHQFH LV QRW VXIILFLHQW WR SURYH WKDW D UDSH UHSRUW LV IDOVH EHFDXVH LW GRHV QRW
GHPRQVWUDWH LI ´GH )UHLWDV FRQVHQWHG WR VH[ KRXUV EHIRUHµ  ,G  $V D 'LUHFWRU RI 3XEOLF
3URVHFXWLRQVDWWKDWWLPHVWDWHG´7KHIDFWDSHUVRQUHPDLQVLQWKHFRPSDQ\RIWKHSHUVRQ
ZKRWKH\VD\KDVMXVWUDSHGWKHPLQRUGHUWRJRVKRSSLQJGRHVQRWPHDQWKHLUDOOHJDWLRQLV
XQWUXHµ,G
 6HH&KDQGOHUHWDOVXSUDQRWHDW²HPEUDFLQJIUDJPHQWHGPHPRU\DVDVLGH
HIIHFW RI H[SHULHQFLQJ WUDXPD  6HH DOVR ,GHQWLI\LQJ DQG 3UHYHQWLQJ *HQGHU %LDV LQ /DZ
(QIRUFHPHQW 5HVSRQVH WR 6H[XDO $VVDXOW DQG 'RPHVWLF 9LROHQFH &07< 25,(17(' 32/,&,1*
6(596>KHUHLQDIWHU3UHYHQWLQJ*HQGHU%LDV@QRWLQJWKDWYLFWLPVRIVH[XDOYLROHQFHPD\
KDYHDIUDJPHQWHGPHPRU\RIWKHDVVDXOW0DULH75HLOO\'XH3URFHVVLQ3XEOLF8QLYHUVLW\
'LVFLSOLQH&DVHV3(11 67 / 5(9GHPRQVWUDWLQJWKDWIUDJPHQWHGPHPRU\LV
D V\PSWRP RI H[SHULHQFLQJ D WUDXPDWLF HYHQW  $ IUDJPHQWHG PHPRU\ FDQ LQFOXGH
FRUUXSWLRQRIDWUDXPDWLFHYHQWYLDJDSVRULQFRQVLVWHQFLHV,G
 6HH3UHYHQWLQJ*HQGHU%LDVVXSUDQRWHDWHVWDEOLVKLQJWURXEOHZLWKPHPRU\UHFDOO
DVDV\PSWRPRIH[SHULHQFLQJDWUDXPD
 6HH &KDQGOHU HW DO VXSUD QRWH  DW ² DFFHSWLQJ IUDJPHQWHG PHPRU\ DV D
V\PSWRPRI376'
 ,GDW
 6HH3UHYHQWLQJ*HQGHU%LDVVXSUDQRWHDWHYDOXDWLQJKRZDYLFWLP·VEHKDYLRUPD\
DIIHFWWKHSHUFHSWLRQRIKHUKRQHVW\E\ODZHQIRUFHPHQW
 6HH&KDQGOHUHWDOVXSUDQRWHDWDUJXLQJWKDWWKHIUDJPHQWHGPHPRU\V\PSWRP
RI376'XQGHUPLQHVDYLFWLP·VWHVWLPRQ\
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@ 5HPHG\LQJ6H[XDO$VVDXOW,QYHVWLJDWLRQV 
IUDJPHQWHG PHPRULHV DUH DGPLWWHG LQ FRXUW  7KHVH DGPLVVLRQV
KRZHYHUGRQRWPHDQ WKDW WKHPHPRULHVDUH VHHQDV UHOLDEOH 7KHVH
EHKDYLRUV ZKLOH FRPSOHWHO\ QDWXUDO PD\PDNH D YLFWLP YXOQHUDEOH WR
EHLQJFKDUJHGZLWKIDOVHUHSRUWLQJ
& )DOVH5HSRUWLQJ
$IDOVHUHSRUW LVGHILQHGDV´DUHSRUWHGFULPHWRD ODZHQIRUFHPHQW
DJHQF\ WKDW DQ LQYHVWLJDWLRQ IDFWXDOO\ SURYHV QHYHU RFFXUUHGµ  7KH
0RGHO3HQDO&RGHLQRUGHUWRSURWHFWYDOXDEOHSROLFHUHVRXUFHVFDWHJRUL]HV
JLYLQJ IDOVH UHSRUWV WR ODZ HQIRUFHPHQW DXWKRULWLHV LQWR ´IDOVHO\
LQFULPLQDWLQJDQRWKHUµDQG´ILFWLWLRXVUHSRUWVµ7RIDOVHO\LQFULPLQDWH
DQRWKHU RQH PXVW ´NQRZLQJO\ JLYH>@ IDOVH LQIRUPDWLRQ WR DQ\ ODZ
HQIRUFHPHQW RIILFHU ZLWK SXUSRVH WR LPSOLFDWH DQRWKHUµ  0DNLQJ D
ILFWLWLRXVUHSRUWRFFXUVZKHQRQH´UHSRUWVWRODZHQIRUFHPHQWDXWKRULWLHV
DQRIIHQVHRURWKHULQFLGHQWNQRZLQJWKDWLWGLGQRWRFFXUµ 6RPH
VWDWHV VXFK DV 3HQQV\OYDQLD 9HUPRQW .HQWXFN\ 1HZ -HUVH\ DQG
0RQWDQDKDYHDGRSWHGODQJXDJHIURPWKH0RGHO3HQDO&RGHLQWRWKHLURZQ
VWDWXWRU\FRGHV 3HQQV\OYDQLDDQG1HZ-HUVH\ IRU LQVWDQFHDGRSWHG
 6HH LG FODULI\LQJ WKDW VRPH&DQDGLDQFRXUWVDOORZ IUDJPHQWHGPHPRU\DFFRXQWV LQ
FULPLQDOFDVHV
 6HHLG
 6HHLQIUD3DUW,,&GLVFXVVLQJIDOVHUHSRUWLQJRIVH[XDODVVDXOW
 )DOVH 5HSRUWLQJ 1$7·/ 6(;8$/ 9,2/(1&( 5(6285&( &75 KWWSVZZZQVYUFRUJ
VLWHVGHIDXOWILOHV3XEOLFDWLRQVB1695&B2YHUYLHZB)DOVH5HSRUWLQJSGI
>KWWSVSHUPDFF<131:=@
 02'(/ 3(1$/ &2'( $0 /$: ,167  HPEUDFLQJ WKH FULPHV RI IDOVHO\
LQFULPLQDWLQJDQRWKHUDQGPDNLQJ ILFWLWLRXV UHSRUWV 6HH.DWKHU\Q.5XVVHOO7KH5DFLDO
+RD[DV&ULPH7KH/DZDV$IILUPDWLRQ,1' / -UHFRJQL]LQJWKHSXUSRVH
RIIDOVHUHSRUWLQJVWDWXWHV6HHDOVR6WDWHY'DQLHOV$G1-6XSHU&W$SS
'LYJUDQWLQJWKDWWKHSXUSRVHRIWKH1HZ-HUVH\IDOVHUHSRUWLQJVWDWXWHLVWRSUHYHQW
ZDVWLQJODZHQIRUFHPHQWUHVRXUFHV6%  WK/HJ1-HQGRUVLQJWKHLGHDWKDW
1HZ -HUVH\·V IDOVH UHSRUWLQJ VWDWXWH·VSXUSRVH LV WRSUHVHUYH ODZHQIRUFHPHQW UHVRXUFHV
&RPPRQZHDOWK Y /RQJ  3D ' 	 &WK   3D &3 )D\HWWH 0DU  
HPEUDFLQJWKDWWKHQDWXUHRIWKHFULPHRIPDNLQJDIDOVHUHSRUWLVWRLQWHQWLRQDOO\GHFHLYH
ODZHQIRUFHPHQW
 7KLVFULPHLVDPLVGHPHDQRU ,G 6HHDOVR&RPPRQZHDOWKY6RWR$G
3D6XSHU&WH[DPLQLQJWKHHOHPHQWVRIDIDOVHUHSRUWLQJFULPH
 7KLVFULPHLVFRQVLGHUHGDSHWW\PLVGHPHDQRU,G
 &RPSDUHH[SODLQLQJWKHFULPHVRIIDOVHO\LQFULPLQDWLQJDQRWKHUDQGPDNLQJD
ILFWLWLRXV UHSRUW ZLWK .< 5(9 67$7 $11 :HVWODZ WKURXJK  DSSO\LQJ
ODQJXDJHIURPWKH0RGHO3HQDO&RGHWRWKH.HQWXFN\IDOVHUHSRUWLQJVWDWXWHDQG3$ 67$7
$1'&216 67$7 $11 :HVWODZ WKURXJK  DGGLQJ ODQJXDJH IURP WKH0RGHO
3HQDO &RGH WR 3HQQV\OYDQLD·V IDOVH UHSRUWLQJ VWDWXWH DQG 97 67$7 $11 WLW 
:HVWODZWKURXJKGHILQLQJPDNLQJDIDOVHUHSRUWVLPLODUO\WRWKH0RGHO3HQDO&RGH
DQG0217 &2'($11²² :HVWODZWKURXJK SUHVHQWLQJODQJXDJHIURPWKH
0RGHO 3HQDO &RGH DQG 1- 67$7 $11&² :HVWODZ WKURXJK  UHO\LQJ RQ
ODQJXDJHIURPWKH0RGHO3HQDO&RGHWRVHWIRUWKWKHHOHPHQWVRIIDOVHUHSRUWLQJLQ1HZ-HUVH\
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 9$/3$5$,6281,9(56,7</$:5(9,(: >9RO
QHDUO\LGHQWLFDOODQJXDJHWRERWKWKH´IDOVHO\LQFULPLQDWLQJDQRWKHUµDQG
´ILFWLWLRXV UHSRUWVµ SURYLVLRQV RI WKH0RGHO 3HQDO &RGH IDOVH UHSRUWLQJ
VWDWXWH
+RZHYHUPDQ\VWDWHVKDYHDGRSWHGXQLTXHSURYLVLRQVDQGODQJXDJH
IRUWKHLULQGLYLGXDOIDOVHUHSRUWLQJVWDWXWHV7LWOHVHFWLRQRIWKH
'HODZDUH&RGHOD\VRXWVLPLODUHOHPHQWVIRUIDOVHO\UHSRUWLQJDFULPHEXW
XVHV GLIIHUHQW ODQJXDJH WKDQ WKH 0RGHO 3HQDO &RGH  7H[DV·V IDOVH
UHSRUWLQJ VWDWXWH LQFOXGHV D SURYLVLRQ WKDW UHTXLUHV WKH FULPH WR EH
FRPPLWWHGZLWKWKHLQWHQWWRGHFHLYH0LVVRXULSURYLGHVDGHIHQVHIRU
6HH DOVR -RKQ0 %XUNRII3HUMXU\ DQG )DOVLILFDWLRQ LQ2IILFLDO0DWWHUV³)DOVH 5HSRUWV WR /DZ
(QIRUFHPHQW:HVW·V3D3UDF&ULP2IIHQVHV	'HIHQVHVWKHGHODERUDWLQJWKDW
3HQQV\OYDQLD·V IDOVH UHSRUWLQJ VWDWXWH ZDV DGRSWHG IURP WKH 0RGHO 3HQDO &RGH
&RPPRQZHDOWKY0RUULV3D'	&G3D&3)XOWRQ0D\H[DPLQLQJ
WKHHOHPHQWVRIPDNLQJDIDOVHUHSRUWLQ3HQQV\OYDQLD
 &RPSDUHHVWDEOLVKLQJWKHHOHPHQWVRIWKHFULPHVRIIDOVHO\LQFULPLQDWLQJDQRWKHU
DQGPDNLQJDILFWLWLRXVUHSRUWZLWK UHIOHFWLQJWKHODQJXDJHRIWKH0RGHO3HQDO&RGH
IDOVHUHSRUWLQJVWDWXWHDQG&² DSSO\LQJODQJXDJHIURPWKH0RGHO3HQDO&RGH IDOVH
UHSRUWLQJVWDWXWHWRWKH1HZ-HUVH\IDOVHUHSRUWLQJVWDWXWH6HHDOVR6WDWHY/6$G
1-6XSHU&W$SS'LYDIILUPLQJWKDWWKH1HZ-HUVH\IDOVHUHSRUWLQJVWDWXWH
LVQHDUO\LGHQWLFDOWRWKH0RGHO3HQDO&RGHIDOVHUHSRUWLQJVWDWXWH
 6HH'(/ &2'( $11WLW   GHILQLQJ WKH FULPH RI PDNLQJ D IDOVH UHSRUW LQ
'HODZDUH7(; 3(1$/&2'($11:HVWODZWKURXJKUHTXLULQJWKDWPDNLQJD
IDOVHUHSRUWLVGRQHZLWKWKHLQWHQWWRGHFHLYH02 $11 67$7:HVWODZWKURXJK
RIIHULQJDGHIHQVHIRUIDOVHUHSRUWLQJLIQRUHDODFWLRQKDVEHHQWDNHQWRLQYHVWLJDWH
1(9 5(9 67$7 $11 :HVWODZ WKURXJK  SUHVHQWLQJ WKH HOHPHQW RI IDOVH
UHSRUWLQJ LQ1HYDGD WKDW UHTXLUHV ODZHQIRUFHPHQW WRFRQGXFWDQ LQYHVWLJDWLRQ 6HH DOVR
=DKRULNY6WDWH6:G7H[&W$SSH[SODLQLQJWKHFULPHRIPDNLQJD
IDOVHUHSRUWLQ7H[DV0LFKDHO%&KDUOWRQ)DOVH5HSRUWWRD3ROLFH2IILFHU7H[3UDF7H[
&ULP/GHGGLVWLQJXLVKLQJWKHHOHPHQWVRIPDNLQJDIDOVHUHSRUWLQ7H[DV6XVDQ
% *\VV )DOVH 5HSRUWV WR /DZ (QIRUFHPHQW $JHQFLHV  1- 3UDF &ULP / WK HG
GHILQLQJPDNLQJDIDOVHUHSRUWLQ1HZ-HUVH\)DOVH5HSRUWVWR/DZ(QIRUFHPHQW$XWKRULWLHV³
)DOVHO\,QFULPLQDWLQJ$QRWKHU3D66-,&ULP$FRQILUPLQJWKHHOHPHQWVRI
IDOVHUHSRUWLQJLQ3HQQV\OYDQLD$VVHPEUG6HVV1HYHYDOXDWLQJWKHHOHPHQWVRI
PDNLQJDIDOVHUHSRUWLQ1HYDGD
 6HHWLWVWDWLQJWKHHOHPHQWVRIPDNLQJDIDOVHUHSRUWLQ'HODZDUH,WUHDGV
$SHUVRQLVJXLOW\RIIDOVHO\UHSRUWLQJDQLQFLGHQWZKHQNQRZLQJWKH
LQIRUPDWLRQ UHSRUWHG FRQYH\HGRU FLUFXODWHG LV IDOVH RU EDVHOHVV WKH
SHUVRQ
 
 5HSRUWVWRDODZHQIRUFHPHQWRIILFHURUDJHQF\
 D 7KHDOOHJHGRFFXUUHQFHRIDQRIIHQVHRULQFLGHQWZKLFKGLGQRW
LQIDFWRFFXURU
 E $QDOOHJHGO\LPSHQGLQJRFFXUUHQFHRIDQRIIHQVHRULQFLGHQW
ZKLFKLVQRWLQIDFWDERXWWRRFFXURU
 F )DOVHLQIRUPDWLRQUHODWLQJWRDQDFWXDORIIHQVHRULQFLGHQWRU
WRWKHDOOHJHGLPSOLFDWLRQRIVRPHSHUVRQWKHUHLQ
,G
 6HH
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@ 5HPHG\LQJ6H[XDO$VVDXOW,QYHVWLJDWLRQV 
IDOVHUHSRUWLQJLIWKHUHZDVQRDFWLRQWDNHQWRLQYHVWLJDWHWKHIDOVHFODLP
7KH0LVVRXUL&RGHDOVRSURYLGHVDSURRIRIIDOVLW\RIVWDWHPHQWVVWDWXWH
WKDWSUHVFULEHVWKHHYLGHQFHQHHGHGWRSURYHWKDWDVWDWHPHQWLVIDOVH
)LQDOO\ DQ HOHPHQW RI 1HYDGD·V IDOVH UHSRUWLQJ FULPH LV WKDW WKH IDOVH
UHSRUW FDXVHG ODZ HQIRUFHPHQW WR FRQGXFW DQ LQYHVWLJDWLRQ LQWR WKH
FODLP
$QLGHDH[LVWVWKDWIHPDOHYLFWLPVRIVH[XDODVVDXOWRIWHQYLRODWHWKHVH
VWDWXWHV 7KLVPLVFRQFHSWLRQFUHDWHVEDUULHUVIRUWKHIHZZRPHQZKR
FKRRVHWRUHSRUWWKHLUVH[XDODVVDXOW:KLOHWKHUHDUHUDUHLQVWDQFHVRI
IDOVHUHSRUWLQJRIVH[XDODVVDXOWPRVWFODLPVDUHYDOLG7KHUHLVVRPH
GLVDJUHHPHQW RQ KRZPDQ\ UHSRUWV RI VH[XDO DVVDXOW DUH IDOVH  7KLV
XQFHUWDLQW\RFFXUVEHFDXVHODZHQIRUFHPHQWGRHVQRWWUDFNIDOVHUHSRUWV
 6HH 6HHDOVR02 $11 67$7:HVWODZWKURXJKLGHQWLI\LQJ
WKHHYLGHQFHQHHGHGWRSURYHIDOVLW\RIVWDWHPHQWV0LVVRXUL·VSURRIRIIDOVLW\RIVWDWHPHQWV
VWDWXWHUHDGV
1RSHUVRQVKDOOEHFRQYLFWHGRIDYLRODWLRQEDVHGXSRQWKHPDNLQJ
RIDIDOVHVWDWHPHQWH[FHSWXSRQSURRIRIWKHIDOVLW\RIWKHVWDWHPHQWE\
7KHGLUHFWHYLGHQFHRIWZRZLWQHVVHVRU
7KH GLUHFW HYLGHQFH RI RQH ZLWQHVV WRJHWKHU ZLWK VWURQJO\
FRUURERUDWHGFLUFXPVWDQFHVRU
'HPRQVWUDWLYHHYLGHQFHZKLFKFRQFOXVLYHO\SURYHVWKHIDOVLW\RIWKH
VWDWHPHQWRU
$ GLUHFWO\ FRQWUDGLFWRU\ VWDWHPHQW E\ WKH GHIHQGDQW XQGHU RDWK
WRJHWKHUZLWK
D7KHGLUHFWHYLGHQFHRIRQHZLWQHVVRU
 
$ MXGLFLDO DGPLVVLRQ E\ WKH GHIHQGDQW WKDW KH RU VKH PDGH WKH
VWDWHPHQWNQRZLQJLWZDVIDOVH$QDGPLVVLRQZKLFKLVQRWD MXGLFLDO
DGPLVVLRQE\WKHGHIHQGDQWWKDWKHRUVKHPDGHWKHVWDWHPHQWNQRZLQJ
LWZDVIDOVHPD\FRQVWLWXWHVWURQJO\FRUURERUDWLQJFLUFXPVWDQFHV
,G
 
 6HH
 6HH 6H[XDO 9LROHQFH 0\WKV DQG 0LVFRQFHSWLRQV VXSUD QRWH  UHEXNLQJ WKH LGHD WKDW
ZRPHQIDOVHO\UHSRUWUDSH
 6HH)DOVH5HSRUWLQJVXSUDQRWHHPEUDFLQJWKHLGHDWKDWWKHSHUFHSWLRQWKDWPDQ\
VH[XDODVVDXOWFODLPVDUHIDOVHFUHDWHVREVWDFOHVIRUYLFWLPVWRUHSRUW
 6HH6H[XDO9LROHQFH0\WKVDQG0LVFRQFHSWLRQVVXSUDQRWH
 6HH )DOVH 5HSRUWLQJ VXSUD QRWH   6HH DOVR (GZDUG *UHHU 7KH 7UXWK %HKLQG /HJDO
'RPLQDQFH)HPLQLVP·V´7ZR3HUFHQW)DOVH5DSH&ODLPµ)LJXUH/2< /$ / 5(9
FODULI\LQJZK\LWLVGLIILFXOWWRDUULYHDWDWUXHFRQVHQVXVIRUWKHSHUFHQWDJHRIIDOVH
UHSRUWVRIVH[XDODVVDXOW'LIIHUHQWMXULVGLFWLRQVKDYHGLIIHUHQWSROLFLHVUHJDUGLQJWKHIDOVH
UHSRUWLQJRIFULPHV,G7KLVUHVXOWVLQGLIIHUHQWQXPEHUVIURPMXULVGLFWLRQWRMXULVGLFWLRQ
,G $OVRPDQ\UDSHDFFXVDWLRQVHQGLQSOHDEDUJDLQVZKLFKSURGXFHQRWUXHHYLGHQFHWR
GHPRQVWUDWHLQQRFHQFHRUJXLOW,G
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E\WKHFULPHWKDWZDVIDOVHO\UHSRUWHG+RZHYHUWKHJHQHUDOFRQVHQVXV
LVWKDWRQO\WZRWRWHQSHUFHQWRIUHSRUWVRIUDSHDUHIDOVH7KLVUDWHRI
IDOVHUHSRUWLQJ LVFRQVLVWHQWZLWK IDOVHUHSRUWLQJ LQRWKHUFULPHV )RU
H[DPSOHWKHIDOVHUHSRUWLQJUDWHRIUREEHU\LVFRQVLVWHQWZLWKWKHUDWHRI
UDSH
,IDYLFWLP·VUHWHOOLQJRIKHUVH[XDODVVDXOWVHHPVVWUDQJHRUGLIILFXOWWR
EHOLHYHEHFDXVHRIDQ\RIWKHYLFWLPEHKDYLRUVGLVFXVVHGWKHGHSWKZLWK
ZKLFKODZHQIRUFHPHQWLQYHVWLJDWHVWKDWYLFWLP·VFODLPPD\EHQHJDWLYHO\
DIIHFWHG  7KHUH LV VLJQLILFDQW HYLGHQFH WKDW VXJJHVWV WKDW ODZ
HQIRUFHPHQW RIILFHUV DUH KRVWLOH WRZDUG UHSRUWHUV RI VH[XDO YLROHQFH
/DZHQIRUFHPHQWRSHUDWHVZLWKLQDVRFLHW\WKDWLVLQIOXHQFHGE\ VHYHUDO
UDSHP\WKV6RPHUDSHP\WKVDUHDOVRVSHFLILFWRODZHQIRUFHPHQW
7KHLGHDWKDWPDQ\ZRPHQOLHDERXWEHLQJVH[XDOO\DVVDXOWHGLVDZLGHO\
DFFHSWHG YLHZ DPRQJ PDQ\ ODZ HQIRUFHPHQW RIILFHUV  2QH VWXG\
VKRZHGWKDWRYHUILIW\SHUFHQWRIODZHQIRUFHPHQWRIILFHUVWKRXJKWKDOIRI
DOO VH[XDODVVDXOWFODLPVZHUH IDOVH WHQSHUFHQW WKRXJKW WKHPDMRULW\RI
VH[XDODVVDXOWFODLPVZHUHIDOVHDQGVRPHRIILFHUVWKRXJKWWKDWQHDUO\DOO
VH[XDODVVDXOWFODLPVZHUHIDOVH
%HFDXVH ODZ HQIRUFHPHQW RIILFHUV VR RIWHQ EHOLHYH VH[XDO YLROHQFH
FODLPVDUH IDOVH WKH\KDYH OLWWOH LQFHQWLYH WR LQYHVWLJDWH WKRVH FODLPV
7KHUH LV QR UHDVRQ WR LQYHVWLJDWH D FULPH WKDW RQH EHOLHYHV GLG QRW
 6HH3ROLFLQJ5DSH&RPSODLQWVVXSUDQRWH DWDUJXLQJWKDWLWLVGLIILFXOWWRNQRZ
KRZPDQ\VH[XDODVVDXOWDOOHJDWLRQVDUHIDOVHEHFDXVHODZHQIRUFHPHQWGRHVQRWWUDFNIDOVH
UHSRUWLQJFKDUJHVE\WKHXQGHUO\LQJDOOHJHGFULPH
 6HH)DOVH5HSRUWLQJVXSUDQRWHDFFHSWLQJWKDWRQO\WZRSHUFHQWRIUDSHUHSRUWVDUH
IDOVH
 6HH6H[XDO9LROHQFH0\WKVDQG0LVFRQFHSWLRQV VXSUDQRWH H[DPLQLQJKRZ WKH IDOVH
UHSRUWLQJUDWHRIUDSHVFRPSDUHVWRRWKHUFULPHV
 6HH $QGUH : ( $ 'H =XWWHU 5REHUW +RUVHOHQEHUJ 	 3HWHU - YDQ .RSSHQ 7KH
3UHYDOHQFH RI )DOVH $OOHJDWLRQV RI 5DSH LQ WKH 8QLWHG 6WDWHV )URP ²  - )25(16,&
36<&+2/DVVHUWLQJWKDWWKHUDWHRIIDOVHUHSRUWLQJLQUREEHU\LVDQGWKHUDWH
RIIDOVHUHSRUWLQJLQUDSHLV
 6HH3ROLFLQJ5DSH&RPSODLQWVVXSUDQRWHDWUHSRUWLQJWKHVWRU\RIDZRPDQZKRVH
UDSHFODLPVWUXFNODZHQIRUFHPHQWDVKDUGWREHOLHYHDQGVXJJHVWLQJWKLVVNHSWLFLVPLVWKH
UHDVRQWKHZRPDQ·VFODLPZDVQRWLQYHVWLJDWHGLQGHSWK
 6HH&RUH\5D\EXUQ<XQJ5DSH/DZ*DWHNHHSLQJ%& / 5(9
 6HHLGDWGHVFULELQJWKHFXOWXUHRIUDSHP\WKVWKDWWKHSROLFHRSHUDWHXQGHU
 6HHLGH[SRVLQJWKDWODZHQIRUFHPHQWIDFLOLWDWHVUDSHP\WKVLQLWVRZQXQLTXHZD\
 6HH3ROLFLQJ5DSH&RPSODLQWVVXSUDQRWHDW
 6HHLGDW²UHIHUULQJWRVWDWLVWLFVWKDWVXJJHVWWKHUHLVZLGHVSUHDGGLVWUXVWRIVH[XDO
DVVDXOWYLFWLPVDPRQJVW ODZHQIRUFHPHQWRIILFHUV  ,Q WKLV VWXG\SROLFHRIILFHUVZHUH
VXUYH\HG,G2WKHUVWXGLHVVKRZWKDWRIILFHUVVXUYH\HGEHOLHYHGRIVH[XDODVVDXOW
FODLPVZHUHIDOVH,GDW
 6HHLGDWUHIOHFWLQJRQWKHOLNHOLKRRGWKDWVH[XDODVVDXOWUHSRUWVWKDWDUHDVVXPHG
IDOVHZLOOEHLQYHVWLJDWHG
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KDSSHQ  3ROLFH LQFHQWLYHV FDQ DOVR EH GLPLQLVKHG GXH WR VHW
SHUIRUPDQFHWDUJHWV /DZHQIRUFHPHQWRIILFHVDUHRIWHQHYDOXDWHGE\
WKHLUDELOLW\WRORZHUFULPHUDWHV 7KHUHIRUHODZHQIRUFHPHQWRIILFHUV
PD\ SUHVVXUH VH[XDO DVVDXOW YLFWLPV WR UHWUDFW WKHLU FODLPV LQ RUGHU WR
PDLQWDLQWKHDSSHDUDQFHRIDORZHUFULPHUDWH7KLVDSSURDFKLVFDOOHG
´SHUIRUPDQFH PDQDJHPHQW FXOWXUHµ DQG FRPHV DW WKH FRVW RI DFWXDOO\
´UHGXFLQJ FULPH DQG SURWHFWLQJ YLFWLPVµ RI VH[XDO YLROHQFH  :KHQ
SHUIRUPDQFHPDQDJHPHQWFXOWXUHLVFRXSOHGZLWKWKHVRFLHWDOPLVWUXVWRI
VH[XDODVVDXOWYLFWLPV LWPD\FDXVHODZHQIRUFHPHQW WRFRQFOXGHWKDWD
YLFWLPLVO\LQJDERXWEHLQJVH[XDOO\DVVDXOWHGVLPSO\EHFDXVHKHUFDVHLV
GLIILFXOWWRLQYHVWLJDWH,IODZHQIRUFHPHQWRIILFHUVDUHVNHSWLFDODERXW
VH[XDO DVVDXOW FODLPV LW DOORZV WKHP WR OLJKWHQ WKHLU ZRUNORDG
7KHUHIRUHWKHUHLVVRPHLQFHQWLYHIRUODZHQIRUFHPHQWRIILFHUVWREUDQG
UHSRUWHUVRIVH[XDODVVDXOWDVIDOVHUHSRUWHUV
&HUWDLQJXLGHOLQHVPDQGDWLQJSURSHULQYHVWLJDWLYHSURWRFROUHJDUGLQJ
VH[XDODVVDXOWFODLPVGRH[LVW7KH,$&3KDVVHWJXLGHOLQHVWRDWWHPSW
WR FXUWDLO IDOVH UHSRUW FKDUJHV DJDLQVW VH[XDO DVVDXOW YLFWLPV  7KH
JXLGHOLQHVUHTXLUHDOOUHSRUWVWREHUHJDUGHGDVWUXHXQWLOHYLGHQFHSURYHV
RWKHUZLVH7KH\VWLSXODWHWKDWDVH[XDODVVDXOWDFFXVDWLRQVKRXOGQRWEH
GHHPHGIDOVHDIWHUDQ LQLWLDO LQWHUYLHZDQGWKDW WKHGHFLVLRQ WR ODEHODQ
 6HH LG UHMHFWLQJ WKDW ODZHQIRUFHPHQWRIILFHUVZRXOG LQYHVWLJDWHFULPHV WKH\GRQRW
EHOLHYHZHUHFRPPLWWHG6HHDOVR<XQJVXSUDQRWHDW7KLVLGHDLVLOOXVWUDWHGLQD
FDVHZKHUHDZRPDQFODLPHGVKHZDVWLHGXSLQKHUKRPHDQGUDSHGZKLOHEHLQJWKUHDWHQHG
ZLWK D NQLIH  ,G  3ROLFH GLG QRW LQYHVWLJDWH KHU FODLP DQG LQVWHDG DWWULEXWHG LW WR DQ
´RYHUDFWLYHLPDJLQDWLRQµ,G%HVLGHVFKDONLQJ'0·VFODLPWRWKHSURGXFWRIDQRYHUDFWLYH
LPDJLQDWLRQSROLFHDOVRWKUHDWHQHGWKDW'0ZRXOGEHUHPRYHGIURPSXEOLFKRXVLQJLIVKH
IDLOHGDOLHGHWHFWRUWHVW,G$IWHUSROLFHLQWLPLGDWLRQFDXVHGKHUWRGURSKHUFODLPVKHZDV
FKDUJHGZLWKPDNLQJDIDOVHUHSRUWDQGVHWWOHGRXWVLGHRIFRXUW,G'0DJUHHGWRSD\D
ILQHDQGUHFHLYHPHQWDOKHDOWKFRXQVHOLQJWRDYRLGDPRUHVXEVWDQWLDOSHQDOW\ ,G3ROLFH
ZRXOGODWHUILQGDSKRWRJUDSKRIWKHDWWDFNDQGWKHZRPDQ·VLGHQWLILFDWLRQLQWKHSRVVHVVLRQ
RIDVHULDOUDSLVW,G
 6HH3URVHFXWLQJ5DSH9LFWLPV:KLOH5DSLVWV5XQ)UHHVXSUDQRWHDW
 6HHLGDW²GHFODULQJWKDWSROLFHFKLHIVDUHRIWHQMXGJHGE\WKHDELOLW\WRUHGXFHWKH
FULPHUDWH
 6HHLGDWVFUXWLQL]LQJODZHQIRUFHPHQWRIILFHUV·EHKDYLRURISUHVVXULQJYLFWLPVRI
VH[XDODVVDXOWWRGURSWKHLUFODLPV
 ,G
 6HH LG DW  FRPSODLQLQJ WKDW EHLQJ VNHSWLFDO RI UDSH FODLPVPDNHV LW HDV\ IRU ODZ
HQIRUFHPHQWRIILFHUVWRFRQFOXGHWKDWYLFWLPVDUHO\LQJ
 6HHLGDW
 6HH 3URVHFXWLQJ5DSH9LFWLPV:KLOH5DSLVWV*R)UHHVXSUDQRWHDWFRQVLGHULQJWKDW
SHUIRUPDQFHPDQDJHPHQWFXOWXUHDQGVRFLHWDOPLVWUXVWRIVH[XDODVVDXOWYLFWLPVFUHDWHVDQ
LQFHQWLYHWREUDQGVH[XDODVVDXOWUHSRUWHUVDVOLDUV
 6HHLQIUDQRWHV²DQGDFFRPSDQ\LQJWH[WH[DPLQLQJ,$&3JXLGHOLQHVWKDWGLFWDWH
WKHKDQGOLQJRIVH[XDODVVDXOWLQYHVWLJDWLRQV
 6HH)DOVH5HSRUWLQJVXSUDQRWH
 6HH6(;8$/$66$8/7,1&,'(175(32576,17·/$66·12)&+,()62)32/,&(
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DFFXVDWLRQ IDOVH VKRXOG QRW EH EDVHG RQ WKH YLFWLP·V UHDFWLRQ  7KH
JXLGHOLQHVVSHFLILFDOO\VWDWHWKDW´ >V@LOHQFHLVQRWFRQVHQWµDQGVXJJHVWWKDW
DQRIILFHUGRFXPHQWWKHYLFWLP·VIHDUUHDFWLRQZKHWKHULWLVILJKWIOLJKWRU
IUHH]H7KH,$&3DOVRVHWVJXLGHOLQHVWRKHOSODZHQIRUFHPHQWRIILFHUV
UHFRJQL]H KRZ WUDXPD DIIHFWV D YLFWLP·V EHKDYLRU  7KH JXLGHOLQHV
GLFWDWH WKDW D YLFWLP·V HPRWLRQDO VWDWH LV QRW DQ LQGLFDWLRQ RI KRZ
OHJLWLPDWHWKHFODLPLV7KH\DOVRDVVHUWWKDWDGHOD\LQUHSRUWLQJVKRXOG
QRW EH FRQVLGHUHG D UHDVRQ WR IRUHJR D WKRURXJK LQYHVWLJDWLRQ RI WKH
FODLP  7KH JXLGHOLQHV QRWH WKDW WUDXPD VRPHWLPHV FDXVHV YLFWLPV WR
KDYHGLIILFXOW\UHPHPEHULQJDOORIWKHGHWDLOVRIWKHDVVDXOWVRLIDYLFWLP
GRHV QRW UHPHPEHU GHWDLOV LW GRHV QRW PHDQ VKH LV O\LQJ  'HVSLWH
DGRSWLRQRIWKHVHJXLGHOLQHVZRPHQOLNH/DUD0F/HRGDUHVWLOOZURQJO\
FKDUJHGZLWKIDOVHUHSRUWLQJDQGFXUUHQWIDOVHUHSRUWLQJVWDWXWHVHQDEOH
WKLV
,,, $1$/<6,6
&ULPHVRIVH[XDOYLROHQFHDUHXQGHUUHSRUWHGFULPHVZLWKORZUDWHVRI
IDOVH UHSRUWLQJ <HWYLFWLPV OLNH/DUD0F&OHRGDUH WRRRIWHQXQIDLUO\
FKDUJHGZLWKPDNLQJD IDOVH UHSRUW 7KLVSUREOHPSHUVLVWVSULPDULO\
 6HHLG
 ,GDW
 6HH LG DW  FODULI\LQJ WKDW RIILFHUV PXVW XQGHUVWDQG KRZ WUDXPD DIIHFWV D YLFWLP·V
EHKDYLRU
 6HHLG
 6HHLG
 6HH6(;8$/$66$8/7,1&,'(175(32576VXSUDQRWHDW
 6HHLQIUD3DUW,,,FULWLFL]LQJFXUUHQWIDOVHUHSRUWLQJIDOVHVWDWXWHV6HHDOVR6WDWHY/6
$G1-6XSHU&W$SS'LYKROGLQJWKDWWKHVWDWHGLGQRWVKRZEH\RQG
DUHDVRQDEOHGRXEWWKDW/6UHSRUWHGDVH[XDODVVDXOWNQRZLQJWKDWLWGLGQRWRFFXU5HHG\
Y(YDQVRQ)GG&LURXWOLQLQJWKHFDVHRI6DUD5HHG\ZKRZDVFKDUJHG
ZLWKIDOVHUHSRUWLQJRIVH[XDODVVDXOWDOWKRXJKVKHZDVLQIDFWDVVDXOWHGUHY·JLQSDUW5HHG\
Y(YDQVRQ1RFY:/:'3D$SUH[DPLQLQJWKHFDVH
RI6DUD5HHG\ZKRVDLGVKHZDVVH[XDOO\DVVDXOWHGZKLOHZRUNLQJDFRQYHQLHQFHVWRUHDQG
ZDVODWHUFKDUJHGZLWKIDOVHUHSRUWLQJ5HHG\Y7RZQVKLSRI&UDQEHUU\1RFY
:/:'3D$XJVWD\LQJFDVHDJDLQVWRQHGHIHQGDQWEXWSHUPLWWLQJ
SODLQWLII WR SXUVXH GLVFRYHU\ RQ RWKHU GHIHQGDQWV DQG DOORZLQJ SODLQWLII WR DPHQG
FRPSODLQW'DYLVRQY.HQQHG\1R:/ 0'3D )HE 
HYDOXDWLQJ.HQQHG\·VVH[XDODVVDXOWFODLPDJDLQVW'DYLVRQDQGKHUIDOVHUHSRUWLQJFKDUJH
3DQWXVFR Y 6RUUHOO 1R   :/  '1- 0D\   IRFXVLQJ RQ
3DQWXVFR·VFODLPWKDW6RUUHOOVH[XDOO\DVVDXOWHGKLP
 6HH &ULPLQDO -XVWLFH 6\VWHP VXSUD QRWH  GHFODULQJ WKDW D ODUJH DPRXQW RI VH[XDO
DVVDXOWV JR XQUHSRUWHG  6HH DOVR 6H[XDO9LROHQFH0\WKV DQG0LVFRQFHSWLRQV VXSUD QRWH 
UHEXNLQJWKHLGHDWKDWPDQ\FODLPVRIVH[XDODVVDXOWDUHIDOVHDQGVHWWOLQJRQWZRSHUFHQWDV
DSUREDEOHQXPEHURIFODLPVWKDWDUHDFWXDOO\IDOVH
 6HHVXSUD3DUW,H[DPLQLQJ0F/HRG·VUDSHDQGIDOVHUHSRUWLQJFKDUJHV
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
EHFDXVHRIV\VWHPLFGLVWUXVWRIYLFWLPVRIVH[XDOYLROHQFH,QIDFWRQH
UHDVRQYLFWLPVFKRRVHQRWWRUHSRUWWKHLUUDSHRUVH[XDODVVDXOWLVEHFDXVH
WKH\IHDUQRRQHZLOOEHOLHYHWKHLUFODLPV5HFHQWFDVHVOLNH0F/HRG·V
DQGGHFODUDWLRQVIURPVRPHODZHQIRUFHPHQWRIILFHUVVXJJHVWYLFWLPVDUH
MXVWLILHGLQIHHOLQJWKLVZD\/DZHQIRUFHPHQWRIILFHUVLQWHUSUHWW\SLFDO
YLFWLP EHKDYLRUV DV GLVKRQHVW\  ,QVWHDG RI IXOO\ LQYHVWLJDWLQJ WKHVH
FODLPVODZHQIRUFHPHQWRIILFHUVEUDQGWKHPDVIDOVHDQGWKHODQJXDJHLQ
PDQ\FXUUHQWIDOVHUHSRUWLQJVWDWXWHVDOORZVWKHPWRGRVR
3DUW ,,,$ KLJKOLJKWV WKH LQDGHTXDFLHV RI FXUUHQW IDOVH UHSRUWLQJ
VWDWXWHV XVLQJ WKH 0RGHO 3HQDO &RGH 3HQQV\OYDQLD 1HZ -HUVH\ DQG
'HODZDUH VWDWXWHV DV H[DPSOHV  7KHVH VWDWXWHV ODFN WKUHH HVVHQWLDO
HOHPHQWVDIXOOLQYHVWLJDWLRQUHTXLUHPHQWDSURRIRIIDOVLW\RIVWDWHPHQWV
FODXVHDQGDSURYLGHGGHIHQVHZKHQQRVWHSVDUHWDNHQWRLQYHVWLJDWHD
FODLP  3DUW ,,,$ DOVR H[DPLQHV 7H[DV 1HYDGD DQG 0LVVRXUL IDOVH
UHSRUWLQJ VWDWXWHV DV ZHOO DV 0LVVRXUL·V SURRI RI IDOVLW\ RI VWDWHPHQWV
VWDWXWHWRGHPRQVWUDWHKRZFHUWDLQODQJXDJHLQWKHVHVWDWXWHVZRXOGEHWWHU
VHUYHUHSRUWHUVRIVH[XDOYLROHQFH3DUW,,,%H[DPLQHVKRZDPHQGLQJ
FXUUHQWIDOVHUHSRUWLQJVWDWXWHVPRGHOHGDIWHUWKH0RGHO3HQDO&RGHZRXOG
PDNH,$&3JXLGHOLQHVPRUHPDQGDWRU\IRUODZHQIRUFHPHQWDJHQFLHV
,W DOVR SURYLGHV DQ H[DPSOH RI ODZ HQIRUFHPHQW GLVFUHGLWLQJ D YLFWLP
EHFDXVHRIWKHYLFWLP·VEHKDYLRUE\DQDO\]LQJWKHFDVHRI6DUD5HHG\
$ $QDO\VLVRI&XUUHQW)DOVH5HSRUWLQJ6WDWXWHV
:KLOH IDLOXUH WR IXOO\ LQYHVWLJDWH D VH[XDO DVVDXOW FODLP EHIRUH
EUDQGLQJ LW IDOVH LV D SUREOHP WKHUH LV YHU\ OLWWOH ODQJXDJH LQ IDOVH
 6HH &RUULJDQ VXSUD QRWH  DW  JUDQWLQJ UHVSRQVLELOLW\ WR ODZ HQIRUFHPHQW·V
VNHSWLFLVPRIVH[XDODVVDXOWYLFWLPVIRUORZUHSRUWLQJRIFULPHVRIVH[XDOYLROHQFH
 6HH&ULPLQDO-XVWLFH6\VWHPVXSUDQRWH
 6HHVXSUD3DUW,FRQVLGHULQJ/DUD0F/HRG·VIDOVHUHSRUWLQJFDVH6HHDOVR5XL]VXSUD
QRWH QRWLQJ2IILFHU7RP7UHPEOD\·VREVHUYDWLRQWKDWYLFWLPVRIUDSHDUHVHOGRPEHOLHYHG
E\ODZHQIRUFHPHQW
 6HHVXSUD6HFWLRQV,,%²GUDZLQJDFRQQHFWLRQEHWZHHQW\SLFDOYLFWLPEHKDYLRUDQG
GLVWUXVWRIYLFWLPV
 6HH LQIUD3DUWV ,,,$²% HYDOXDWLQJ ODZ HQIRUFHPHQWPRWLYDWLRQ WR LQYHVWLJDWH FULPHV
WKH\GRQRWEHOLHYHRFFXUUHGDQGFXUUHQWIDOVHUHSRUWLQJVWDWXWHV
 6HHLQIUD3DUW,,,$
 6HH LQIUD3DUW ,,,$ FRPSODLQLQJ WKDW FXUUHQW IDOVH UHSRUWLQJ VWDWXWHVGRQRWSURYLGH
LPSRUWDQWSURYLVLRQVIRUYLFWLPVRIVH[XDOYLROHQFH
 6HHLQIUD3DUW,,,$
 6HHLQIUD3DUW,,,%GHFODULQJWKDWIDOVHUHSRUWLQJVWDWXWHVZLWKODQJXDJHDGRSWHGIURP
7H[DV1HYDGDDQG0LVVRXULVWDWXWHVZRXOGIRUFHODZHQIRUFHPHQWRIILFHUVWRIROORZ,$&3
JXLGHOLQHVPRUHFORVHO\
 6HH LQIUD 3DUW ,,,% KLJKOLJKWLQJ 6DUD 5HHG\·V FDVH RI LPSURSHU FKDUJLQJ RI IDOVH
UHSRUWLQJ
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UHSRUWLQJ VWDWXWHV WKDW UHTXLUHV D IXOO LQYHVWLJDWLRQ  &XUUHQW IDOVH
UHSRUWLQJVWDWXWHVDOVRKDYHYHU\OLWWOH ODQJXDJHWKDWGHILQHVWKHW\SHRI
HYLGHQFHWKDWFDQVXSSRUWWKHDVVXPSWLRQWKDWDFODLPLVIDOVHRUODQJXDJH
SURYLGLQJ D GHIHQVH WR IDOVH UHSRUWLQJ LI QR UHDO DFWLRQ LV WDNHQ WR
LQYHVWLJDWHWKHFODLP
3DUW ,,,$VSHFLILFDOO\H[DPLQHV WKH0RGHO3HQDO&RGH3HQQV\OYDQLD
1HZ -HUVH\ 'HODZDUH 7H[DV 1HYDGD DQG 0LVVRXUL IDOVH UHSRUWLQJ
VWDWXWHVDVZHOODV0LVVRXUL·VSURRIRIIDOVLW\RIVWDWHPHQWVVWDWXWH7KH
3HQQV\OYDQLD1HZ-HUVH\DQG'HODZDUHVWDWXWHVZHUHVHOHFWHGIRUWZR
UHDVRQV  )LUVW WKH 3HQQV\OYDQLD DQG 1HZ -HUVH\ VWDWXWHV DUH QHDUO\
LGHQWLFDOWRWKHFXUUHQW0RGHO3HQDO&RGHIDOVHUHSRUWLQJVWDWXWH6HFRQG
7KLUG &LUFXLW FRXUWV ZKLFK DUH ORFDWHG LQ WKHVH WKUHH VWDWHV WULHG WKH
ODUJHVW YROXPH RI IDOVH UHSRUWLQJ RI VH[XDO DVVDXOW FDVHV  3DUW ,,,$
H[DPLQHV WKH LQDGHTXDFLHV RI WKRVH WKUHH VWDWXWHV DVZHOO DV WKH0RGHO
3HQDO &RGH DQG KLJKOLJKWV ODQJXDJH IURP7H[DV1HYDGD DQG0LVVRXUL
IDOVH UHSRUWLQJ VWDWXWHV DQG 0LVVRXUL·V SURRI RI IDOVLW\ RI VWDWHPHQWV
VWDWXWHWKDWZRXOGEHWWHUVHUYHUHSRUWHUVRIVH[XDOYLROHQFH
7KH0RGHO3HQDO&RGH·V IDOVH UHSRUWLQJFULPHKDV IRXUHOHPHQWV WKDW
PXVWEHSURYHQEH\RQGDUHDVRQDEOHGRXEWWKDWDVWDWHPHQWZDVPDGH
WRDODZHQIRUFHPHQWRIILFHUWKDWWKHVWDWHPHQWZDVIDOVHWKDWWKH
UHSRUWHU NQHZ WKH VWDWHPHQW ZDV IDOVH DQG WKDW WKH VWDWHPHQW ZDV
PDGH WR LPSOLFDWH DQRWKHU  7KH0RGHO 3HQDO &RGH VWDWXWH IRU IDOVH
UHSRUWLQJ LV LQDGHTXDWH IRU UHSRUWHUV RI VH[XDO YLROHQFH  7KHUHIRUH
EHFDXVHWKH\FRQWDLQODQJXDJHQHDUO\LGHQWLFDOWRWKH0RGHO3HQDO&RGHWKH
 6HH3$ 67$7$1'&216 67$7 $11 SURYLGLQJWKHHOHPHQWVRIWKHFULPHRI
PDNLQJDIDOVHUHSRUWLQ3HQQV\OYDQLD1-67$7 $11&²GHFODULQJWKHHOHPHQWVRI
WKHFULPHRIPDNLQJDIDOVHUHSRUWLQ1HZ-HUVH\'(/ &2'($11WLWGHILQLQJ
WKH FULPHRIPDNLQJD IDOVH UHSRUW LQ'HODZDUH %XW VHH1(9 5(9 67$7 $11
SUHVHQWLQJ WKH HOHPHQW RI IDOVH UHSRUWLQJ LQ 1HYDGD WKDW UHTXLUHV ODZ HQIRUFHPHQW WR
FRQGXFWDQLQYHVWLJDWLRQ
 6HH&²  %XW VHH DOVR02 $11 67$7 LGHQWLI\LQJ WKH
HYLGHQFHQHHGHGWRSURYHIDOVLW\RIVWDWHPHQWV02$11 67$7RIIHULQJDGHIHQVH
IRUIDOVHUHSRUWLQJLIQRUHDODFWLRQKDVEHHQWDNHQWRLQYHVWLJDWHWKHFODLP
 &RPSDUH02'(/3(1$/&2'( $0 /$:,167  H[SODLQLQJ WKH FULPHV RI
IDOVHO\ LQFULPLQDWLQJ DQRWKHU DQG PDNLQJ D ILFWLWLRXV UHSRUW ZLWK  UHIOHFWLQJ WKH
ODQJXDJHRIWKH0RGHO3HQDO&RGHIDOVHUHSRUWLQJVWDWXWHDQG&²DSSO\LQJODQJXDJH
IURPWKH0RGHO3HQDO&RGHIDOVHUHSRUWLQJVWDWXWHWRWKH1HZ-HUVH\IDOVHUHSRUWLQJVWDWXWH
 6HHHJ6WDWHY/6$G1-6XSHU&W$SS'LYKROGLQJWKDWWKH
VWDWHGLGQRWVKRZEH\RQGDUHDVRQDEOHGRXEWWKDW/6UHSRUWHGDVH[XDODVVDXOWNQRZLQJ
WKDWLWGLGQRWRFFXUFDVHVFLWHGVXSUDQRWHFLWLQJ5HHG\3DQWXVFRDQG.HQQHG\
 6HHLQIUDQRWHV²DQGDFFRPSDQ\LQJWH[W
 6HH&RPPRQZHDOWKY6RWR$G3D6XSHU&WH[DPLQLQJWKHIRXU
HOHPHQWVRIDIDOVHUHSRUWLQJFULPH
 6HH LQIUD QRWHV ² DQG DFFRPSDQ\LQJ WH[W LQVSHFWLQJ FXUUHQW IDOVH UHSRUWLQJ
VWDWXWHVDQGWKHLULQDGHTXDFLHVIRUUHSRUWHUVRIVH[XDOYLROHQFH
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@ 5HPHG\LQJ6H[XDO$VVDXOW,QYHVWLJDWLRQV 
FXUUHQW 3HQQV\OYDQLD DQG 1HZ -HUVH\ IDOVH UHSRUWLQJ VWDWXWHV DUH DOVR
LQDGHTXDWH7KHVHVWDWXWHVDUHLQDGHTXDWHIRUIDOVHO\UHSRUWLQJFULPHV
RIYLROHQFHIRUPDQ\UHDVRQV
)LUVW VXEVHFWLRQ E RI WKH 0RGHO 3HQDO &RGH·V VWDWXWH EURDGO\
SUHVFULEHV WKHNLQGRI VWDWHPHQWVJLYHQ WR ODZHQIRUFHPHQW WKDWZRXOG
FRQVWLWXWHDYLRODWLRQRIWKHVWDWXWH,QIDFWZKHQ3HQQV\OYDQLDFKRVH
WR DGRSW WKH0RGHO 3HQDO &RGH VWDWXWH LW EURDGHQHG WKH VFRSH RI WKH
SUHYLRXV 3HQQV\OYDQLD IDOVH UHSRUWLQJ VWDWXWH  6XEVHFWLRQ E LV
YLRODWHGZKHQ D SHUVRQ IDOVHO\ UHSRUWV WR ODZ HQIRUFHPHQW RIILFHUV ´DQ
RIIHQVHRURWKHULQFLGHQWZLWKLQWKHLUFRQFHUQµ7KHVWDWXWHDSSOLHVHYHQ
ZKHQ VRPHRQH JLYHV D IDOVH DQVZHU ZKHQ TXHVWLRQHG E\ ODZ
HQIRUFHPHQW
7KLVEURDGODQJXDJHDOORZVUHSRUWHUVRIVH[XDOYLROHQFHWREHFKDUJHG
ZLWK IDOVH UHSRUWLQJ LI VRPH DVSHFWV RI WKHLU VWRU\ DUH IDOVH  7KLV LV
HYLGHQWLQWKHFDVHRI/6ZKRZDVFKDUJHGZLWKPDNLQJDIDOVHUHSRUW
DIWHULQDFFXUDWHO\VWDWLQJZKHUHKHUDVVDXOWWRRNSODFHDQGWKHH[WHQWRI
KHU DFTXDLQWDQFH ZLWK WKH DVVDXOWHU  +HU FRQYLFWLRQ ZDV ODWHU
RYHUWXUQHGEHFDXVH WKH HYLGHQFHSUHVHQWHGZDV QRW VXIILFLHQW WRSURYH
EH\RQGDUHDVRQDEOHGRXEWWKDWDQDVVDXOWGLGQRWRFFXU
%URDGODQJXDJHWKDWSHUPLWVDUHSRUWHURIDFULPHWREHFKDUJHGZLWK
PDNLQJDIDOVHUHSRUWEDVHGRQDQ\PLVUHSUHVHQWHGLQFLGHQWZLWKLQODZ
HQIRUFHPHQW·VFRQFHUQVXFKDVORFDWLRQRUUHODWLRQVKLSZLWKWKHDWWDFNHU
LV SDUWLFXODUO\ GHWULPHQWDO WR UHSRUWHUV RI VH[XDO DVVDXOW  9LFWLPV RI
VH[XDO DVVDXOW FDQ RIWHQ KDYH D IUDJPHQWHG RU IODZHGPHPRU\ RI WKHLU
 &RPSDUHH[SODLQLQJWKHFULPHVRIIDOVHO\LQFULPLQDWLQJDQRWKHUDQGPDNLQJD
ILFWLWLRXVUHSRUWZLWK 3$ 67$7$1'&216 67$7 $11  DGGLQJODQJXDJHIURPWKH
0RGHO3HQDO&RGH WR3HQQV\OYDQLD·V IDOVH UHSRUWLQJ VWDWXWH DQG1- 67$7 $11 &²
UHO\LQJRQODQJXDJHIURPWKH0RGHO3HQDO&RGHWRVHWIRUWKWKHHOHPHQWVRIIDOVHUHSRUWLQJLQ
1HZ-HUVH\
 6HHLQIUDQRWHV²DQGDFFRPSDQ\LQJWH[WH[DPLQLQJWKHLQDGHTXDFLHVRIWKH0RGHO
3HQDO&RGH3HQQV\OYDQLD1HZ-HUVH\DQG'HODZDUHIDOVHUHSRUWLQJVWDWXWHV
 6HH &² GHFODULQJ WKDW D SHUVRQPDNHV D IDOVH UHSRUW WR DQ RIILFHU E\ IDOVHO\
UHSRUWLQJDQ´RIIHQVHRURWKHULQFLGHQWNQRZLQJWKDWLWGLGQRWRFFXUµ
 6HH%XUNRIIVXSUDQRWHDUJXLQJWKDW3HQQV\OYDQLD·VFXUUHQWIDOVHUHSRUWLQJVWDWXWH
DGRSWHGIURPWKH0RGHO3HQDO&RGHKDVDEURDGHUVFRSHWKDQSUHYLRXV3HQQV\OYDQLDIDOVH
UHSRUWLQJVWDWXWHV
 &²
 6HH%XUNRIIVXSUDQRWH
 6HH6WDWHY/6$G 1-6XSHU&W$SS'LY LQVSHFWLQJ/6·V
FRQYLFWLRQIRUPDNLQJDIDOVHUHSRUW
 6HHLG DW
 6HH LG DW  FKDVWLVLQJ WKH PXQLFLSDO DQG WULDO FRXUW·V GHFLVLRQ WR FRQYLFW /6 RI
PDNLQJDIDOVHUHSRUWGHVSLWHKDYLQJLQVXIILFLHQWHYLGHQFHWKDWWKHDVVDXOWGLGQRWRFFXU
 6HHVXSUD6HFWLRQ,,%
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DWWDFNGXHWRSRVWWUDXPDWLFVWUHVV7KHVWDWXWRU\ODQJXDJHWKDWUHVXOWV
LQFRQYLFWLRQVGXHWRDPLVUHSUHVHQWDWLRQRIWKHORFDWLRQZKHUHDQDVVDXOW
RFFXUUHGRUDPLVUHSUHVHQWDWLRQRIKRZZHOODFTXDLQWHGDYLFWLPZDVZLWK
WKH DVVDXOWHU LQVWHDG RI HYLGHQFH WKDW VXJJHVWV QR DVVDXOW RFFXUUHG
SXQLVKHVWKHYHU\QRUPDOYLFWLPEHKDYLRURIIUDJPHQWHGPHPRU\
7KH SXUSRVH RI IDOVH UHSRUWLQJ VWDWXWHV LV WR GLVVXDGH SHRSOH IURP
LQWHQWLRQDOO\WKZDUWLQJHIIRUWVRIODZHQIRUFHPHQW+RZHYHUWKH0RGHO
3HQDO &RGH 3HQQV\OYDQLD 1HZ -HUVH\ DQG 'HODZDUH IDOVH UHSRUWLQJ
VWDWXWHVGRQRWH[SOLFLWO\GLFWDWHWKDWLQWHQW7KH3HQQV\OYDQLDVWDWXWRU\
ODQJXDJHGRHVSURYLGHDVSHFLILFLQWHQWLIWKHIDOVHUHSRUWLVPDGHLQDVWDWH
RI HPHUJHQF\ DQG FDXVHV ODZ HQIRUFHPHQW WR GLYHUW HIIRUWV DZD\ IURP
DGGUHVVLQJ WKH HPHUJHQF\ EXW QRW ZKHQ D FULPH KDV VLPSO\ EHHQ
UHSRUWHG
7KHVHVWDWXWHVDVZHOODVRWKHUVZLWKYHU\VLPLODUODQJXDJHUHTXLUH
RQO\DJHQHUDOLQWHQWIRUIDOVHUHSRUWLQJ%HFDXVHWKHSXUSRVHRIDIDOVH
UHSRUWLQJ VWDWXWH LV WR SUHYHQW SHRSOH IURP LQWHQWLRQDOO\ GHUDLOLQJ WKH
ZRUNRIODZHQIRUFHPHQWLWPDNHVVHQVHSDUWLFXODUO\FRQFHUQLQJFULPHV
RIVH[XDOYLROHQFHWKDWWKHVWDWXWHZRXOGUHTXLUHWKHVSHFLILFLQWHQWWRGR
VR7KHVWDWXWHVVKRXOGEXWGRQRWUHTXLUHDVSHFLILFLQWHQWWRPLVOHDG
ODZHQIRUFHPHQWLQPDNLQJDIDOVHUHSRUW)RUH[DPSOHROGHUYHUVLRQV
 6HHVXSUD6HFWLRQ,,% VXSSRUWLQJ WKHLGHDWKDWYLFWLPVRIVH[XDODVVDXOWRIWHQKDYH
IUDJPHQWHGPHPRULHVRIWKHLUDVVDXOW
 6HH/6$GDWH[DPLQLQJWKH1HZ-HUVH\IDOVHUHSRUWLQJVWDWXWHWKDWFRQVLGHUV
IDOVHO\UHSRUWLQJDQ\LQFLGHQWRILQWHUHVWWRODZHQIRUFHPHQWDYLRODWLRQRIWKHVWDWXWH
 6HH5XVVHOOVXSUDQRWHDWUHFRJQL]LQJWKHSXUSRVHRIIDOVHUHSRUWLQJVWDWXWHV
6HHDOVR6WDWHY'DQLHOV$G1-6XSHU&W$SS'LYJUDQWLQJWKDWWKH
SXUSRVH RI WKH1HZ -HUVH\ IDOVH UHSRUWLQJ VWDWXWH LV WRSUHYHQWZDVWLQJ ODZHQIRUFHPHQW
UHVRXUFHV 6%  WK /HJ 1-  HQGRUVLQJ WKH LGHD WKDW 1HZ -HUVH\·V IDOVH
UHSRUWLQJVWDWXWH·VSXUSRVHLVWRSUHVHUYHODZHQIRUFHPHQWUHVRXUFHV
 6HH 3$ 67$7$1'&216 67$7 $11RXWOLQLQJWKHHOHPHQWVRIIDOVHUHSRUWLQJ
WRODZHQIRUFHPHQWLQ3HQQV\OYDQLD1- 67$7 $11&²SURYLGLQJWKHHOHPHQWVRI
IDOVHUHSRUWLQJLQ1HZ-HUVH\'(/ &2'($11 WLWGHILQLQJWKHHOHPHQWVRIIDOVH
UHSRUWLQJRIDQLQFLGHQWLQ'HODZDUH
 6HH)DOVH5HSRUWVWR/DZ(QIRUFHPHQW$XWKRULWLHVVXSUDQRWHGHFODULQJWKDWLQDIDOVH
UHSRUWLQJFDVHDMXU\VKRXOGEHLQVWUXFWHGWRFRQVLGHUZKHWKHUWKHIDOVHUHSRUWGHWUDFWHGIURP
ODZHQIRUFHPHQWHIIRUWVLQDVWDWHRIHPHUJHQF\
 6HH5XVVHOOVXSUDQRWHDW
 6HH LG DW  DGYRFDWLQJ WKDW IDOVH UHSRUWLQJ VWDWXWHV H[LVW WR NHHS SHRSOH IURP
WKZDUWLQJWKHHIIRUWVRIODZHQIRUFHPHQW6HHDOVR&RPPRQZHDOWKY/RQJ3D'	&WK
3D&3)D\HWWH0DUHPEUDFLQJWKDWWKHQDWXUHRIWKHFULPHRIPDNLQJD
IDOVHUHSRUWLVWRLQWHQWLRQDOO\GHFHLYHODZHQIRUFHPHQW
 6HH5XVVHOO VXSUDQRWHDWDVVHUWLQJWKDWLI1HZ-HUVH\·VIDOVHUHSRUWLQJVWDWXWH
UHTXLUHG VSHFLILF LQWHQW WKHQ DSURVHFXWRUZRXOGKDYH WR VKRZ WKDW VRPHRQHDFFXVHGRI
PDNLQJDIDOVHUHSRUWPDGHWKDWUHSRUWZLWKWKHLQWHQWWRPLVOHDGODZHQIRUFHPHQW
 6HH WLW  DVVLJQLQJ WKH HOHPHQWV RI IDOVH UHSRUWLQJ WR ODZ HQIRUFHPHQW LQ
3HQQV\OYDQLD &² GHILQLQJ WKH HOHPHQWV RI IDOVH UHSRUWLQJ LQ1HZ -HUVH\ WLW 
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@ 5HPHG\LQJ6H[XDO$VVDXOW,QYHVWLJDWLRQV 
RIWKH1HZ-HUVH\IDOVHUHSRUWLQJVWDWXWHLQFOXGHGDQHOHPHQWWKDWWKHIDOVH
VWDWHPHQW PDGH PXVW KDYH SRWHQWLDO WR GHUDLO ODZ HQIRUFHPHQW
LQYHVWLJDWLRQ +RZHYHU WKH FXUUHQW VWDWXWHPRGHOHGDIWHU WKH0RGHO
3HQDO &RGH ZDV DPHQGHG WR H[FOXGH WKLV HOHPHQW  7KH 1HZ -HUVH\
6XSHULRU&RXUWKDVLQWHUSUHWHGWKDWWKH1HZ-HUVH\IDOVHUHSRUWLQJVWDWXWH
SXQLVKHV DOO IDOVH VWDWHPHQWV WKDW FRXOG KDYH GHWHUUHG SROLFH
LQYHVWLJDWLRQ
6H[XDODVVDXOW LVDOUHDG\DQXQGHUUHSRUWHGFULPH 7\SLFDOYLFWLP
EHKDYLRUVOLNHWRQLFLPPRELOLW\GHOD\HGUHSRUWLQJIUDJPHQWHGPHPRU\
DQG D FRQWLQXHG UHODWLRQVKLS ZLWK WKH DVVDXOWHU DOUHDG\ PDNH ODZ
HQIRUFHPHQWRIILFHUVGRXEWWKHKRQHVW\RIWKHYLFWLPVRIWKHVHFULPHV
7KLV GRXEW IURP ODZ HQIRUFHPHQW PDNHV YLFWLPV UHOXFWDQW WR UHSRUW
DVVDXOWV  ,I IDOVH UHSRUWLQJ VWDWXWHV UHTXLUH WKH VSHFLILF LQWHQW RI
PLVOHDGLQJRUKLQGHULQJ WKH LQYHVWLJDWLRQRI ODZHQIRUFHPHQW LWZRXOG
PDNHLWPRUHGLIILFXOW WRDFFXVHUHSRUWHUVRIWKHDFWXDOFULPHRIPDNLQJ
IDOVHFODLPV(YHQLISROLFHLQYHVWLJDWLRQLVLQDGHTXDWHDVSHFLILFLQWHQW
UHTXLUHPHQW DGGV WKH H[WUD KXUGOH IRU WKH SURVHFXWLRQ WR RYHUFRPH E\
IRUFLQJLWWRSURYHWKDWDIDOVHUHSRUWZDVPDGHLQRUGHUWRPLVOHDGODZ
HQIRUFHPHQW
$WOHDVWRQHVWDWHKDVDIDOVHUHSRUWLQJVWDWXWHWKDWFRQWDLQVODQJXDJH
UHTXLULQJWKHVSHFLILFLQWHQWWRPLVOHDGODZHQIRUFHPHQW7H[DV·VIDOVH
UHSRUWLQJ VWDWXWH VSHFLILFDOO\SHQDOL]HVPDNLQJ D IDOVH VWDWHPHQW WR ODZ
VKRZLQJWKHHOHPHQWVRIIDOVHUHSRUWLQJRIDQLQFLGHQWLQ'HODZDUH6HHDOVR5XVVHOO
VXSUDQRWHDW
 6HH*\VVVXSUDQRWH
 6HH LG
 6HH6WDWHY'DQLHOV$G1-6XSHU&W$SS'LYLQVSHFWLQJ1HZ
-HUVH\·VIDOVHUHSRUWLQJVWDWXWHWRVKRZWKDWLWFDQEHYLRODWHGE\PDNLQJDUHSRUWWKDWFRXOG
ZDVWHODZHQIRUFHPHQWUHVRXUFHV
 6HH &ULPLQDO -XVWLFH 6\VWHP VXSUD QRWH  GLVWLQJXLVKLQJ VH[XDO DVVDXOW DV DQ
XQGHUUHSRUWHGFULPH
 6HHVXSUD6HFWLRQV,,%²HVWDEOLVKLQJWRQLFLPPRELOLW\GHOD\HGUHSRUWLQJFRQWLQXHG
UHODWLRQVKLSZLWK WKH DVVDXOWHU DQG IUDJPHQWHGPHPRU\ DV YLFWLP EHKDYLRUV WKDW FDXVH
VNHSWLFLVPDPRQJODZHQIRUFHPHQW
 6HH 3ROLFLQJ 5DSH &RPSODLQWV VXSUD QRWH  DW  H[SRVLQJ WKH LGHD WKDW ODZ
HQIRUFHPHQWDWWLWXGHVWRZDUGYLFWLPVRIVH[XDODVVDXOWFRQWULEXWHWRXQGHUUHSRUWLQJRIWKH
FULPH
 6HH5XVVHOOVXSUDQRWHDWH[SODLQLQJWKDWFKDQJLQJWKHLQWHQWIURPJHQHUDOWR
VSHFLILFIRU1HZ-HUVH\·VIDOVHUHSRUWLQJVWDWXWHZRXOGPDNHLWGLIILFXOWWRKROGGHIHQGDQWV
DFFRXQWDEOH
 6HHLGKLJKOLJKWLQJWKDWDVSHFLILFLQWHQWUHTXLUHPHQWIRUIDOVHUHSRUWLQJZRXOGIRUFH
SURVHFXWRUV WR SURYH EH\RQG D UHDVRQDEOH GRXEW WKDW WKH UHSRUWHU KDG WKH LQWHQWLRQ RI
LQWHUIHULQJZLWKDSROLFHLQYHVWLJDWLRQ
 6HH7(; 3(1$/&2'($11LPSRVLQJWKHUHTXLUHPHQWWKDWDIDOVHVWDWHPHQWEH
PDGH´ZLWKWKHLQWHQWWRGHFHLYHµ
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 9$/3$5$,6281,9(56,7</$:5(9,(: >9RO
HQIRUFHPHQW ´ZLWK LQWHQW WR GHFHLYHµ 8QGHU WKLV VWDWXWH D UHSRUWHU
FDQQRWEHFRQYLFWHGRIIDOVHUHSRUWLQJIRUVHHNLQJRXW´DFWLRQRQDYDOLG
JULHYDQFHµ 7KHUHSRUWHUPXVWDFW LQEDGIDLWK %DGIDLWKFRXOGEH
SURYHQE\HYLGHQFHRIDVWURQJO\VXIILFLHQWPRWLYHWROLHEXWQRWDPHUH
UHIXWDWLRQRIWKHUHSRUWHU·VFODLP
&RXUWVKDYHLQWHUSUHWHGWKLVEDGIDLWKUHTXLUHPHQWDVDSURWHFWLRQRI
RQH·V FRQVWLWXWLRQDO ULJKW WR ´DSSO\ WR JRYHUQPHQW IRU UHGUHVV RI
JULHYDQFHVµ 7KHODQJXDJHLQWKLVVWDWXWHZRXOGQRWRQO\EHWWHUVHUYH
WKH LQWHUHVW RI VXUYLYRUV DFFXVHG RI PDNLQJ D IDOVH UHSRUW E\ IRUFLQJ
SURVHFXWRUVWRSURYHEH\RQGDUHDVRQDEOHGRXEWWKDWWKHUHSRUWZDVJLYHQ
ZLWK WKH LQWHQW WRGHFHLYH EXW DOVREHWWHUSURWHFW WKHLU FRQVWLWXWLRQDO
ULJKWWRVHHNUHGUHVVIRUDOOHJHGZURQJV
7KH FXUUHQW 0RGHO 3HQDO &RGH 3HQQV\OYDQLD 1HZ -HUVH\ DQG
'HODZDUH IDOVH UHSRUWLQJ VWDWXWHV DOVR PDNH QR UHTXLUHPHQW RI DQ
LQYHVWLJDWLRQ DQG GR QRW SURYLGH D GHIHQVH LI DQ LQYHVWLJDWLRQ LV QRW
FRQGXFWHG  %HFDXVH ODZ HQIRUFHPHQW RIILFHUV VRPHWLPHV UHO\ RQ
LQWHUSUHWDWLRQ RI FRXQWHULQWXLWLYH YLFWLP EHKDYLRUV LQVWHDG RI HYLGHQFH
UHWULHYHGGXULQJVHULRXV LQYHVWLJDWLRQ ODQJXDJH UHTXLULQJ LQYHVWLJDWLRQ
DQGSURYLGLQJDGHIHQVHZKHQFODLPVDUHQRWSURSHUO\LQYHVWLJDWHGZLOO
EHWWHU PHHW WKH QHHGV RI WKRVH DFFXVHG RI IDOVHO\ UHSRUWLQJ VH[XDO
DVVDXOW  8QOLNH WKH 3HQQV\OYDQLD 1HZ -HUVH\ 'HODZDUH DQG0RGHO
3HQDO &RGH·V IDOVH UHSRUWLQJ VWDWXWHV 1HYDGD·V IDOVH UHSRUWLQJ VWDWXWH
VSHFLILFDOO\SXQLVKHVDIDOVHVWDWHPHQW´ZKLFKFDXVHVDODZHQIRUFHPHQW
DJHQF\WRFRQGXFWDFULPLQDORULQWHUQDOLQYHVWLJDWLRQµ7KLVODQJXDJH
 ,G
 =DKRULNY6WDWH6:G7H[&W$SS
 6HHLG
 6HH &KDUOWRQ VXSUD QRWH  DQDO\]LQJ WKH HYLGHQFH UHTXLUHG WR VKRZ WKDW D IDOVH
UHSRUWHUGLGVRLQEDGIDLWK
 ,G
 6HH5XVVHOOVXSUDQRWHDWLQIHUULQJWKDWDVSHFLILFLQWHQWUHTXLUHPHQWLQ1HZ
-HUVH\·VIDOVHUHSRUWLQJVWDWXWHZRXOGIRUFHSURVHFXWRUVWRSURYHWKDWHOHPHQWRIWKHFULPH
EH\RQGDUHDVRQDEOHGRXEW
 6HH=DKRULN6:G DW
 6HH3$ 67$7$1'&216 67$7 $11RXWOLQLQJWKHHOHPHQWVRIIDOVHUHSRUWLQJ
WR ODZHQIRUFHPHQWLQ3HQQV\OYDQLD1- 67$7 $11&² GHILQLQJ WKHHOHPHQWVRI
IDOVHUHSRUWLQJLQ1HZ-HUVH\'(/ &2'($11WLWVKRZLQJWKHHOHPHQWVRIIDOVH
UHSRUWLQJRIDQLQFLGHQWLQ'HODZDUH6HHDOVR5XVVHOOVXSUDQRWHDWQRWLQJWKDWLI
1HZ-HUVH\·VIDOVHUHSRUWLQJVWDWXWHUHTXLUHGVSHFLILFLQWHQWWKHQDSURVHFXWRUZRXOGKDYH
WRGHPRQVWUDWHWKDWWKHIDOVHUHSRUWHUPDGHWKHUHSRUWZLWKWKHLQWHQWLRQRIPLVOHDGLQJODZ
HQIRUFHPHQW
 6HH3ROLFLQJ5DSH&RPSODLQWVVXSUDQRWHDWUHIOHFWLQJRQWKHOLNHOLKRRGWKDWVH[XDO
DVVDXOWUHSRUWVWKDWDUHDVVXPHGIDOVHZLOOEHLQYHVWLJDWHG
 6HH5XVVHOOVXSUDQRWHDW &RPSDUH1(9 5(9 67$7 $11OLPLWLQJ
IDOVH UHSRUWVPDGH SXQLVKDEOH WR RQHV WKDW SURPSWHG D SROLFH LQYHVWLJDWLRQZLWK 
RXWOLQLQJWKHHOHPHQWVRIIDOVHUHSRUWLQJWRODZHQIRUFHPHQWLQ3HQQV\OYDQLDDQG&²
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@ 5HPHG\LQJ6H[XDO$VVDXOW,QYHVWLJDWLRQV 
ZDVDGRSWHGE\1HYDGDEHFDXVHLWZDVPRUHQDUURZO\WDLORUHGWRDGGUHVV
WKHOHJLWLPDWHSXUSRVHRIWKHVWDWXWH7KLVODQJXDJHUHTXLUHVWKDWDIDOVH
VWDWHPHQW SURPSW DQ LQYHVWLJDWLRQ LQ RUGHU WR EH SXQLVKDEOH E\ WKLV
VWDWXWH UHTXLULQJ ODZ HQIRUFHPHQW WR UHO\ RQ LQYHVWLJDWLRQ LQVWHDG RI
YLFWLPEHKDYLRUV
0LVVRXUL·VIDOVHUHSRUWLQJVWDWXWHDOVRFRQWDLQVODQJXDJHWKDWHQVXUHV
WKDW YLFWLPV ZLOO QRW EH DFFXVHG RI IDOVH UHSRUWLQJ ZLWKRXW ODZ
HQIRUFHPHQWLQYHVWLJDWLQJWKHLUFODLPV7KHVWDWXWHSURYLGHVWKDW´>L@WLV
DGHIHQVH WRDSURVHFXWLRQXQGHUVXEVHFWLRQRI WKLVVHFWLRQ >PDNLQJD
IDOVHUHSRUW@WKDWWKHSHUVRQUHWUDFWHGWKHIDOVHVWDWHPHQWRUUHSRUWEHIRUH
WKHODZHQIRUFHPHQWRIILFHURUDQ\RWKHUSHUVRQWRRNVXEVWDQWLDODFWLRQLQ
UHOLDQFHWKHUHRQµ%HFDXVHWKHSXUSRVHRIIDOVHUHSRUWLQJVWDWXWHVLVWR
SUHYHQWLQWHQWLRQDODWWHPSWVWRWKZDUWSROLFHHIIRUWVWKLVODQJXDJHZRXOG
EHKHOSIXO WR DGG WR DPRGHO IDOVH UHSRUWLQJ VWDWXWH LQ RUGHU WRSURWHFW
WKRVHDFFXVHGZLWKRXWDQLQYHVWLJDWLRQ
)LQDOO\ WKH 0RGHO 3HQDO &RGH 3HQQV\OYDQLD 1HZ -HUVH\ DQG
'HODZDUHIDOVHUHSRUWLQJVWDWXWHVSURYLGHQRJXLGHOLQHVIRUWKHW\SHVRI
HYLGHQFHHOLJLEOHWRSUHVXPHWKDWDVH[XDODVVDXOWUHSRUWLVIDOVH6RPH
VXUYLYRUVRIVH[XDODVVDXOWOLNH0F/HRGDUHFKDUJHGZLWKIDOVHUHSRUWLQJ
DOWKRXJKWKHUHLVOLWWOHDFWXDOHYLGHQFHWKDWWKHLUFODLPLVLQGHHGIDOVH
:KLOH3HQQV\OYDQLD1HZ -HUVH\'HODZDUH DQG WKH0RGHO3HQDO&RGH·V
IDOVH UHSRUWLQJ VWDWXWHV OD\ RXW QR VSHFLILF ODQJXDJH SHUWDLQLQJ WR
DFFHSWDEOHHYLGHQFHODQJXDJHLQ0LVVRXUL·VSURRIRIIDOVLW\RIVWDWHPHQWV
VWDWXWHGRHV0LVVRXUL·VVWDWXWHSURYLGHVWKDWQRRQHZLOOEHFRQYLFWHG
RIPDNLQJDIDOVHVWDWHPHQWZLWKRXWWKHIROORZLQJSURRI
GHILQLQJWKHHOHPHQWVRIIDOVHUHSRUWLQJLQ1HZ-HUVH\DQGWLWVKRZLQJWKH
HOHPHQWVRIIDOVHUHSRUWLQJRIDQLQFLGHQWLQ'HODZDUH
 6HH$VVHPEUG6HVV1HYDSSURYLQJRIDGGLWLRQDOODQJXDJHWR1HYDGD·VIDOVH
UHSRUWLQJVWDWXWHEHFDXVHLWFORVHO\SUHYHQWVWKHSUREOHPWKHVWDWXWHLVVXSSRVHGWRSUHYHQW
 6HH
 6HH02 $11 67$7SURYLGLQJDGHIHQVHWRPDNLQJDIDOVHUHSRUWLIWKHUHSRUW
GLGQRWWULJJHUDQLQYHVWLJDWLRQ
 
 6HH5XVVHOO VXSUDQRWH  DW  XQGHUOLQLQJ WKDW IDOVH UHSRUWLQJ VWDWXWHV H[LVW WR
SUHYHQWSHRSOHIURPLQWHQWLRQDOO\WKZDUWLQJSROLFHLQYHVWLJDWLRQ
 6HH3$ 67$7$1'&216 67$7 $11SHQDOL]LQJFLWL]HQVRI3HQQV\OYDQLDIRU
PDNLQJIDOVHUHSRUWVWRODZHQIRUFHPHQW1- 67$7 $11&²GHILQLQJWKHHOHPHQWV
RIIDOVHUHSRUWLQJLQ1HZ-HUVH\'(/ &2'($11WLWVKRZLQJWKHHOHPHQWVRI
IDOVHUHSRUWLQJRIDQLQFLGHQWLQ'HODZDUH
 6HH%DNHUVXSUDQRWHKLJKOLJKWLQJWKHIDFWWKDWWKHSROLFHGHSDUWPHQWIRFXVHGKHDYLO\
RQDYLGHRLQZKLFK0F/HRGGRHVQRWWHOO-RDTXLQWRVWRS6HHDOVR5HHG\Y(YDQVRQ
)GG&LUH[DPLQLQJ(YDQVRQ·VEHOLHIWKDW5HHG\IDEULFDWHGWKHDVVDXOWLQ
RUGHUWRFRYHUXSKHUUREEHU\RIWKHFRQYHQLHQFHVWRUH
 &RPSDUH02 $11 67$7  DVVLJQLQJ VSHFLILF NLQGV RI HYLGHQFH UHTXLUHG WR
SURYH D IDOVH VWDWHPHQW ZLWK  RXWOLQLQJ WKH HOHPHQWV RI IDOVH UHSRUWLQJ WR ODZ
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7KHGLUHFWHYLGHQFHRIWZRZLWQHVVHVRU>W@KHGLUHFW
HYLGHQFH RI RQH ZLWQHVV WRJHWKHU ZLWK VWURQJO\
FRUURERUDWLQJ FLUFXPVWDQFHV RU>D@ GLUHFWO\
FRQWUDGLFWRU\ VWDWHPHQW E\ WKH GHIHQGDQW XQGHU RDWK
WRJHWKHUZLWKD>W@KHGLUHFWHYLGHQFHRIRQHZLWQHVVRU
E>V@WURQJO\ FRUURERUDWLQJ FLUFXPVWDQFHV RU >D@
MXGLFLDODGPLVVLRQE\WKHGHIHQGDQWWKDWKHRUVKHPDGH
WKHVWDWHPHQWNQRZLQJLWZDVIDOVH
$GGLQJ WKLV ODQJXDJH WR DPRGHO IDOVH UHSRUWLQJ VWDWXWHZRXOG HQVXUH
DJDLQWKDWDFWXDOHYLGHQFHDQGQRWPHUHO\YLFWLPEHKDYLRULVWKHEDVLVIRU
HYHU\VH[XDODVVDXOWLQYHVWLJDWLRQ
:KLOH WKH FXUUHQW0RGHO 3HQDO&RGH 3HQQV\OYDQLD DQG1HZ -HUVH\
IDOVHUHSRUWLQJVWDWXWHVDUHLQVXIILFLHQWIRUUHSRUWHUVRIVH[XDOYLROHQFHLQ
PDQ\ZD\V WKH\ DUH VXIILFLHQW IRU WKHVH YLFWLPV LQ RQH UHJDUG  7KH
FXUUHQWVWDWXWRU\ODQJXDJHGLFWDWHVWKDWDSHUVRQFDQRQO\EHFKDUJHGZLWK
PDNLQJDIDOVHUHSRUWE\NQRZLQJO\JLYLQJIDOVHLQIRUPDWLRQ7KHUHIRUH
WKHSURVHFXWLRQPXVWILQGEH\RQGDUHDVRQDEOHGRXEWWKDWDSHUVRQPDGH
DIDOVHUHSRUWNQRZLQJWKDWLWGLGQRWKDSSHQ7KLVODQJXDJHFRXOGEH
EHQHILFLDOWRYLFWLPVRIVH[XDODVVDXOWGHDOLQJZLWKDIODZHGRUIUDJPHQWHG
PHPRU\RIWKHDVVDXOWEHFDXVHLWUHTXLUHVWKHFRXUWWRILQGWKDWWKHUHSRUWHU
LQWHQWLRQDOO\ PLVUHSUHVHQWHG LQIRUPDWLRQ LQVWHDG RI VLPSO\
PLVUHPHPEHULQJGHWDLOV
% )DOVH5HSRUWLQJ6WDWXWHVDQGWKH,$&3*XLGHOLQHV
&XUUHQW 3HQQV\OYDQLD 1HZ -HUVH\ DQG 'HODZDUH IDOVH UHSRUWLQJ
VWDWXWHV DOVR DOORZ ODZ HQIRUFHPHQW RIILFHUV WR LJQRUH LQYHVWLJDWLYH
SURWRFROODLGRXWLQWKH,$&3JXLGHOLQHV$VSUHYLRXVO\GLVFXVVHGWKH
HQIRUFHPHQWLQ3HQQV\OYDQLDDQG&²GHILQLQJWKHHOHPHQWVRIIDOVHUHSRUWLQJLQ1HZ
-HUVH\DQGWLWVKRZLQJWKHHOHPHQWVRIIDOVHUHSRUWLQJRIDQLQFLGHQWLQ'HODZDUH
6HHDOVR5XVVHOOVXSUDQRWHDW
 
 6HH
 6HH LQIUDQRWHV²DQGDFFRPSDQ\LQJWH[W FLWLQJ0RUULVDQG7D\ORU IRUUHTXLULQJ
SHUSHWUDWRUVWRNQRZLQJO\PDNHDIDOVHUHSRUWWREHFRQYLFWHG
 6HH&RPPRQZHDOWKY0RUULV3D'	&G3D&3)XOWRQ0D\
GHFODULQJWKDWLQRUGHUWRFRQYLFWDSHUVRQRIPDNLQJDIDOVHUHSRUWWKHFRXUWPXVWILQGWKDW
WKHDFFXVHGNQRZLQJO\PDGHIDOVHVWDWHPHQWVWRODZHQIRUFHPHQW
 6HH LG FODULI\LQJ WKDW D FRXUWPXVW ILQG EH\RQG D UHDVRQDEOHGRXEW WKDW D UHSRUWHU
NQRZLQJO\JDYHIDOVHLQIRUPDWLRQLQRUGHUWRFRQYLFWKHURIIDOVHUHSRUWLQJ6HHDOVR6WDWHY
7D\ORU$G1-6XSHU&W/DZ'LYDSSURYLQJWKDWWKHUHTXLVLWHPHQV
UHDIRUPDNLQJDIDOVHUHSRUWLVWRPDNHWKHUHSRUWNQRZLQJO\
 6HH0RUULV3D'	&GDW
 6HH )DOVH5HSRUWLQJ VXSUDQRWH  DFNQRZOHGJLQJ WKDW WKH ,$&3JXLGHOLQHV DUHQRW
PDQGDWRU\
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@ 5HPHG\LQJ6H[XDO$VVDXOW,QYHVWLJDWLRQV 
,$&3SURYLGHVJXLGHOLQHVKLJKOLJKWLQJSURSHUSURWRFROIRULQYHVWLJDWLQJ
VH[XDODVVDXOWDQGGHHPLQJUHSRUWVIDOVH7KHJXLGHOLQHVGLFWDWHWKDWIRU
DVH[XDODVVDXOWFODLPWREHGHHPHGIDOVHWKHUHPXVWEHDIXOOLQYHVWLJDWLRQ
LQWRWKHFODLPDQGHYLGHQFHWKDWDQDVVDXOWGLGQRWRFFXU7KHJXLGHOLQHV
DOVRUHTXLUHWKDWLQYHVWLJDWLQJRIILFHUVGRQRWEDVHWKHLUGHFLVLRQWRGHHP
DFODLPIDOVHVROHO\RQWKHYLFWLP·VEHKDYLRU
:KHQDGRSWHGDQGVWULFWO\IROORZHGWKHVHJXLGHOLQHVKDYHLPSURYHG
ODZHQIRUFHPHQW·VKDQGOLQJRIVH[XDODVVDXOWFODLPV+RZHYHUZKLOH
WKH,$&3JXLGHOLQHVSURWHFWDFWXDOYLFWLPVIURPEHLQJZURQJIXOO\FKDUJHG
ZLWKIDOVHUHSRUWLQJIDOVHUHSRUWLQJVWDWXWHVGRQRW$QDFWXDOYLFWLPRI
VH[XDO DVVDXOW FDQ VWLOO EH FKDUJHG ZLWK IDOVH UHSRUWLQJ HYHQ LI ODZ
HQIRUFHPHQW DJHQFLHV IDOO VKRUW RI WKH UHFRPPHQGHG LQYHVWLJDWLYH
SURWRFRO7KLVLVHYLGHQWLQWKHFDVHRI6DUD5HHG\
5HHG\ FODLPHG VKH ZDV VH[XDOO\ DVVDXOWHG ZKLOH ZRUNLQJ DW D
FRQYHQLHQFHVWRUH:KLOHHYLGHQFHVXJJHVWHGWKHDVVDXOWGLGWDNHSODFH
)UDQN(YDQVRQ WKH OHDG LQYHVWLJDWRU RIKHU FDVH FKRVH WR LJQRUH LW DQG
JDYHPRUHZHLJKWWRKLVLQLWLDOLPSUHVVLRQRI5HHG\·VJXLOW,QKLVLQLWLDO
LQWHUYLHZZLWK5HHG\(YDQVRQUHSHDWHGO\FDOOHG5HHG\DOLDU :KHQ
5HHG\ EHJDQ FU\LQJ ZKLOH IDFLQJ (YDQVRQ·V DJJUHVVLYH LQWHUURJDWLRQ
(YDQVRQWROG5HHG\´><RXU@WHDUVDUHQ·WJRLQJWRVDYH>\RX@QRZµ
 6HHLG
 6HH3URVHFXWLQJ5DSH9LFWLPV:KLOH5DSLVWV5XQ)UHHVXSUDQRWHDW
 6HHLG
 6HHLGFRPSOLPHQWLQJWKHSRVLWLYHLPSDFWWKH,$&3JXLGHOLQHVKDYHKDGIRUFHUWDLQODZ
HQIRUFHPHQWRIILFHV/DZHQIRUFHPHQWKDQGOLQJRIVH[XDODVVDXOWFODLPVLQ3KLODGHOSKLD
$XVWLQ.DQVDV&LW\DQG*UDQG5DSLGVKDVLPSURYHGVLQFHDGRSWLQJWKH,$&3JXLGHOLQHV
,G
 6HH LG GHFODULQJ WKDW ,$&3 JXLGHOLQHV UHTXLUH WKDW ODZ HQIRUFHPHQW RIILFHUV PXVW
FRQGXFWDIXOOLQYHVWLJDWLRQWKDWXQFRYHUVHYLGHQFHWKDWDQDVVDXOWGLGQRWRFFXULQRUGHUWR
GHHP D VH[XDO DVVDXOW FODLP IDOVH DQG FODULI\LQJ WKDW ,$&3 JXLGHOLQHV SURKLELW ODZ
HQIRUFHPHQW IURPEDVLQJ D GHFLVLRQ WRGHHPD VH[XDO DVVDXOW FODLP IDOVH RQ WKH YLFWLP·V
EHKDYLRU6HHDOVR 3$ 67$7$1'&216 67$7 $11 SURYLGLQJWKHHOHPHQWVRIWKH
FULPHRIPDNLQJD IDOVHUHSRUW LQ3HQQV\OYDQLD1- 67$7 $11&² GHFODULQJ WKH
HOHPHQWVRIWKHFULPHRIPDNLQJDIDOVHUHSRUWLQ1HZ-HUVH\'(/ &2'($11WLW
GHILQLQJWKHFULPHRIPDNLQJDIDOVHUHSRUWLQ'HODZDUH
 6HH)DOVH5HSRUWLQJVXSUDQRWH
 6HH 5HHG\ Y (YDQVRQ  )G   G &LU  VKRZLQJ WKDW WKH OHDG
LQYHVWLJDWRU LQ 5HHG\·V FDVH EHOLHYHG 5HHG\ ZDV O\LQJ WR FRYHU XS KHU UREEHU\ RI WKH
FRQYHQLHQFHVWRUHGHVSLWHDQRWKHUUDSHYHU\VLPLODUWR5HHG\·VKDSSHQLQJFORVHE\VKRUWO\
DIWHU5HHG\·VFDVH
 6HHLGH[SODLQLQJWKDW5HHG\ZDVVH[XDOO\DVVDXOWHGDWJXQSRLQWZKLOHZRUNLQJLQD
FRQYHQLHQFHVWRUH
 6HHLGHVWDEOLVKLQJWKDW5HHG\VXEPLWWHGWRDUDSHNLWDQGH[DPLQLQJ(YDQVRQ·VEHOLHI
WKDW5HHG\IDEULFDWHGWKHDVVDXOWLQRUGHUWRFRYHUXSKHUUREEHU\RIWKHFRQYHQLHQFHVWRUH
 6HHLGDW
 ,G
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(YDQVRQGHFLGHG5HHG\ZDVJXLOW\DWWKHLQLWLDOLQWHUYLHZEHIRUHKH
FRXOG WKRURXJKO\ LQYHVWLJDWH KHU FODLP  (YHQ ZKHQ DQRWKHU VH[XDO
DVVDXOW WKDW ERUH PDQ\ VLPLODULWLHV WR 5HHG\·V KDSSHQHG LQ WKH VDPH
WRZQVKLS (YDQVRQ VWXFN ZLWK KLV LQLWLDO DVVXPSWLRQ WKDW 5HHG\ ZDV
JXLOW\DQGSURFHHGHGWRVXJJHVW OHJDODFWLRQDJDLQVW5HHG\ (YDQVRQ
GLG QRW IROORZ SURSHU ,$&3 JXLGHOLQHV ZKLOH LQYHVWLJDWLQJ 5HHG\·V
FODLP DQG FXUUHQW VWDWXWRU\ ODQJXDJH DOORZHG KLP QRW WR GR VR
$GMXVWLQJ FXUUHQW VWDWXWRU\ ODQJXDJH FRXOG PDNH WKH HIIHFWLYH ,$&3
UHFRPPHQGDWLRQVPRUHPDQGDWRU\
)RULQVWDQFHDGGLQJWKH´ZKLFKFDXVHVDODZHQIRUFHPHQWDJHQF\WR
FRQGXFW D FULPLQDO RU LQWHUQDO LQYHVWLJDWLRQµ ODQJXDJH IURP 1HYDGD·V
IDOVH UHSRUWLQJ VWDWXWH WR WKH PRGHO VWDWXWH ZKLFK FXUUHQWO\ GRHV QRW
UHTXLUH DQ LQYHVWLJDWLRQ ZRXOG JLYH PRUH DXWKRULW\ WR WKH ,$&3·V
UHFRPPHQGDWLRQ UHTXLULQJ D IXOO LQYHVWLJDWLRQ LQWR VH[XDO DVVDXOW
FODLPV  7KH FXUUHQW0RGHO 3HQDO &RGH IDOVH UHSRUWLQJ VWDWXWH LV DOVR
FRPSOHWHO\VLOHQWUHJDUGLQJZKDWWKHEDVLVRIDIDOVHUHSRUWLQJDFFXVDWLRQ
VKRXOGEHZKHUHDV WKH ,$&3JXLGHOLQHV VXJJHVW WKDW WKRVH DFFXVDWLRQV
VKRXOGEHEDVHG LQHYLGHQFH WKDWDQDVVDXOWGLGQRWRFFXUDQGSURKLELW
EDVLQJDQDFFXVDWLRQRIIRIYLFWLPEHKDYLRU$GGLQJ0LVVRXUL·VSURRIRI
IDOVLW\RIVWDWHPHQWVVWDWXWHWRWKHFXUUHQWPRGHOVWDWXWHZRXOGDOLJQWKDW
VWDWXWH DQG WKRVH WKDW DGRSW LWV ODQJXDJH PRUH FORVHO\ ZLWK WKH ,$&3
 6HHLGLGHQWLI\LQJWKDWLQWKHLULQLWLDOLQWHUYLHZ(YDQVRQFDOOHG5HHG\DOLDUDQGWROG
KHUWKDWKHUWHDUVZRXOGQRWVDYHKHU
 6HH5HHG\)GDWQRWLQJWKDW(YDQVRQGHFLGHGWRSXUVXHOHJDODFWLRQDJDLQVW
5HHG\IRUPDNLQJDIDOVHUHSRUW
 6HHLGH[DPLQLQJ(YDQVRQ·VEHKDYLRULQGXULQJKLVLQLWLDOLQWHUYLHZZLWK5HHG\6HH
DOVR )DOVH 5HSRUWLQJ VXSUDQRWH  SUHVHQWLQJ LQIRUPDWLRQ WKDW WKH ,$&3KDV JXLGHOLQHV
UHJDUGLQJIDOVHUHSRUWLQJIRUVH[XDODVVDXOW3URVHFXWLQJ5DSH9LFWLPV:KLOH5DSLVWV5XQ)UHH
VXSUDQRWHDW GHFODULQJ WKDW ,$&3JXLGHOLQHVUHTXLUH WKDW ODZHQIRUFHPHQWRIILFHUV
PXVWFRQGXFWD IXOO LQYHVWLJDWLRQ WKDWXQFRYHUVHYLGHQFH WKDWDQDVVDXOWGLGQRWRFFXU LQ
RUGHUWRGHHPDVH[XDODVVDXOWFODLPIDOVH
 6HHVXSUD3DUW,,,$
 6HHLQIUD3DUW,9
 &RPSDUH1(9 5(9 67$7$11OLPLWLQJIDOVHUHSRUWVPDGHSXQLVKDEOHWRRQHV
WKDW SURPSWHG D SROLFH LQYHVWLJDWLRQ ZLWK  3$ 67$7 $1' &216 67$7 $11 
RXWOLQLQJ WKHHOHPHQWVRI IDOVHUHSRUWLQJ WR ODZHQIRUFHPHQW LQ3HQQV\OYDQLD1- 67$7
$11&²GHILQLQJWKHHOHPHQWVRIIDOVHUHSRUWLQJLQ1HZ-HUVH\'(/ &2'($11WLW
VKRZLQJWKHHOHPHQWVRIIDOVHUHSRUWLQJLQ'HODZDUH
 6HH  SURYLGLQJ WKH HOHPHQWV RI WKH FULPH RI PDNLQJ D IDOVH UHSRUW LQ
3HQQV\OYDQLD&²GHFODULQJWKHHOHPHQWVIRUIDOVHUHSRUWLQJLQ1HZ-HUVH\WLW
GHILQLQJWKHFULPHRIPDNLQJDIDOVHUHSRUWLQ'HODZDUH6HHDOVR3URVHFXWLQJ5DSH
9LFWLPV:KLOH5DSLVWV5XQ)UHHVXSUDQRWHDWGHFODULQJWKDW,$&3JXLGHOLQHVUHTXLUH
WKDWODZHQIRUFHPHQWRIILFHUVPXVWFRQGXFWDIXOOLQYHVWLJDWLRQWKDWXQFRYHUVHYLGHQFHWKDW
DQDVVDXOWGLGQRWRFFXULQRUGHUWRGHHPDVH[XDODVVDXOWFODLPIDOVHDQGFODULI\LQJWKDW,$&3
JXLGHOLQHVSURKLELWODZHQIRUFHPHQWIURPEDVLQJDGHFLVLRQWRGHHPDVH[XDODVVDXOWFODLP
IDOVHRQWKHYLFWLP·VEHKDYLRU
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@ 5HPHG\LQJ6H[XDO$VVDXOW,QYHVWLJDWLRQV 
JXLGHOLQHV WKDW UHTXLUH HYLGHQFH WKDW DQ DVVDXOW GLG QRW RFFXU
$PHQGLQJWKHODQJXDJHRIWKH0RGHO3HQDO&RGHIDOVHUHSRUWLQJVWDWXWHWR
PRUHFORVHO\UHIOHFWWKH,$&3JXLGHOLQHVZRXOGEROVWHUSURWHFWLRQRIWKRVH
XQIDLUO\ DFFXVHG RI IDOVH UHSRUWLQJ E\ UHTXLULQJ WKDW ODZ HQIRUFHPHQW
RIILFHUVVWULFWO\DGKHUH WR WKH ,$&3UHFRPPHQGDWLRQVEHIRUHFKDUJLQJD
SRWHQWLDOYLFWLPRIVH[XDOYLROHQFHZLWKIDOVHUHSRUWLQJ
,9 &2175,%87,21
:KLOHWKH,$&3JXLGHOLQHVDUHH[FHOOHQWUHFRPPHQGDWLRQVWKDWKDYH
EHHQDGRSWHGE\VRPHODZHQIRUFHPHQWRIILFHVWKHVHJXLGHOLQHVDUHQRW
PDQGDWRU\  3DUW ,9$ SURSRVHV WKH LPSOHPHQWDWLRQ RI DPDQGDWRU\
JXLGHOLQH,WVXJJHVWVWKDWIDOVHUHSRUWLQJVWDWXWHVEHUHYLVHGWREHPRUH
FRPSUHKHQVLYH LQ SURWHFWLQJ WKRVH UHSRUWLQJ VH[XDO YLROHQFH  7KHVH
UHYLVLRQV ZLOO EH DGGHG DV DQ RYHUKDXO WR WKH 0RGHO 3HQDO &RGH IDOVH
UHSRUWLQJVWDWXWHVRVWDWHVFDQHDVLO\DGRSWLW
3DUW,9%DQWLFLSDWHVFULWLFLVPRIUHYLVLQJIDOVHUHSRUWLQJVWDWXWHV,W
ILUVWDGGUHVVHVWKHFRQFHUQWKDWWKRVHZKRGRIDOVHO\UHSRUWVH[XDODVVDXOW
ZLOOJRXQSXQLVKHG,WWKHQDGGUHVVHVDQGUHEXNHVWKHLGHDWKDWWKRVH
ZKRDUHIDOVHO\DFFXVHGRIVH[XDODVVDXOWZLOOJRXQSURWHFWHGXQGHUWKH
UHYLVHG VWDWXWH  )LQDOO\ LW SXVKHVEDFN DJDLQVW WKH DVVHUWLRQ WKDW WKH
JXLGHOLQHV VHW IRUWKE\ WKH ,$&3DUH VXIILFLHQW HQRXJK WR HOLPLQDWH WKH
SUREOHPRIFKDUJLQJDFWXDOUDSHYLFWLPVZLWKIDOVHUHSRUWLQJ
 6HH3URVHFXWLQJ5DSH9LFWLPV:KLOH5DSLVWV5XQ)UHH VXSUDQRWH  DW  FRQVLGHULQJ
,$&3JXLGHOLQHVWKDWUHTXLUHWKDWODZHQIRUFHPHQWRIILFHUVPXVWFRQGXFWDIXOOLQYHVWLJDWLRQ
WKDWXQFRYHUVHYLGHQFHWKDWDQDVVDXOWGLGQRWRFFXULQRUGHUWRGHHPDVH[XDODVVDXOWFODLP
IDOVHDQGFRPPHQWLQJWKDW,$&3JXLGHOLQHVSURKLELWODZHQIRUFHPHQWIURPEDVLQJDGHFLVLRQ
WRGHHPD VH[XDODVVDXOW FODLP IDOVH RQ WKHYLFWLP·V EHKDYLRU &RPSDUH02 $11 67$7
 DVVLJQLQJ VSHFLILF NLQGV RI HYLGHQFH UHTXLUHG WR SURYH D IDOVH VWDWHPHQWZLWK
RXWOLQLQJWKHHOHPHQWVRIIDOVHUHSRUWLQJWRODZHQIRUFHPHQWLQ3HQQV\OYDQLDDQG
&²GHILQLQJWKHHOHPHQWVRIIDOVHUHSRUWLQJLQ1HZ-HUVH\DQGWLWVKRZLQJ
WKHHOHPHQWVRIIDOVHUHSRUWLQJRIDQLQFLGHQWLQ'HODZDUH
 6HH)DOVH5HSRUWLQJVXSUDQRWH
 6HHLQIUD3DUW,9$
 6HHLQIUD3DUW,9$
 6HH LQIUD 3DUW ,9$ SURSRVLQJ WKDW WKH0RGHO 3HQDO &RGH IDOVH UHSRUWLQJ VWDWXWH EH
DPHQGHGWRLQFOXGHDVXEVHFWLRQIRUUHSRUWLQJRIVH[XDOYLROHQFH
 6HHLQIUD3DUW,9%UHEXNLQJFULWLFLVPVWKDWPLJKWDULVHIURPWKHUHYLVLRQRIWKH0RGHO
3HQDO&RGHIDOVHUHSRUWLQJVWDWXWH
 6HHLQIUD3DUW,9%UHFRJQL]LQJWKHFULWLFLVPWKDWDGGLQJDUDSHVSHFLILFVXEVHFWLRQWRD
IDOVHUHSRUWLQJVWDWXWHZRXOGRIIHUXQQHFHVVDU\SURWHFWLRQVIRUDFWXDOIDOVHUHSRUWHUVRIUDSH
 6HHLQIUD3DUW,9%GHQ\LQJWKDWUHYLVLQJWKHIDOVHUHSRUWLQJVWDWXWHRIWKH0RGHO3HQDO
&RGHZRXOGOHDYHWKRVHIDOVHO\DFFXVHGRIVH[XDODVVDXOWXQSURWHFWHG
 6HHLQIUD3DUW,9%UHQGHULQJIDOVHWKHLGHDWKDW,$&3JXLGHOLQHVDUHVXIILFLHQWWRSUHYHQW
WKHFRQYLFWLRQRIDFWXDOUDSHYLFWLPVRIIDOVHUHSRUWLQJ
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$ 5HYLVLQJWKH0RGHO3HQDO&RGH·V)DOVH5HSRUWLQJ6WDWXWH
:LWK ODQJXDJH DGRSWHG E\ 7H[DV 0LVVRXUL DQG 1HYDGD IDOVH
UHSRUWLQJVWDWXWHVDQG0LVVRXUL·VSURRIRIIDOVLW\RIVWDWHPHQWVVWDWXWHWKH
0RGHO3HQDO&RGH·VIDOVHUHSRUWLQJVWDWXWHZRXOGDSSHDUDVVXFK
  )$/6( 5(32576 72 /$: (1)25&(0(17
$87+25,7,(6
D$ SHUVRQ FRPPLWV DQ RIIHQVH LI ZLWK WKH LQWHQW WR
GHFHLYH KH RU VKH NQRZLQJO\ PDNHV D IDOVH VWDWHPHQW
ZKLFKFDXVHVDODZHQIRUFHPHQWDJHQF\WRFRQGXFWDFULPLQDO
RULQWHUQDOLQYHVWLJDWLRQDQGPDNHVWKHVWDWHPHQWWR
D SHDFH RIILFHU RU IHGHUDO VSHFLDO LQYHVWLJDWRU
FRQGXFWLQJWKHLQYHVWLJDWLRQRU
DQ\HPSOR\HHRIDODZHQIRUFHPHQWDJHQF\WKDWLV
DXWKRUL]HGE\WKHDJHQF\WRFRQGXFWWKHLQYHVWLJDWLRQ
DQG WKDW WKH DFWRU NQRZV LV FRQGXFWLQJ WKH
LQYHVWLJDWLRQ
E 1RSHUVRQVKDOOEHFRQYLFWHGRIDYLRODWLRQRIVXEVHFWLRQD
RIWKLVVHFWLRQEDVHGXSRQWKHPDNLQJRIDIDOVHVWDWHPHQWH[FHSW
XSRQSURRIRIWKHIDOVLW\RIWKHVWDWHPHQWE\
7KHGLUHFWHYLGHQFHRIWZRZLWQHVVHVRU
7KH GLUHFW HYLGHQFH RI RQH ZLWQHVV WRJHWKHU ZLWK
VWURQJO\FRUURERUDWLQJFLUFXPVWDQFHVRU
'HPRQVWUDWLYHHYLGHQFHZKLFKFRQFOXVLYHO\SURYHVWKH
IDOVLW\RIWKHVWDWHPHQWRU
$ GLUHFWO\ FRQWUDGLFWRU\ VWDWHPHQW E\ WKH GHIHQGDQW
XQGHURDWKWRJHWKHUZLWKWKHGLUHFWHYLGHQFHRIRQHZLWQHVV
RU
$ MXGLFLDO DGPLVVLRQ E\ WKH GHIHQGDQW WKDW KH RU VKH
PDGHWKHVWDWHPHQWNQRZLQJLWZDVIDOVH$QDGPLVVLRQ
ZKLFKLVQRWDMXGLFLDODGPLVVLRQE\WKHGHIHQGDQWWKDWKH
RU VKH PDGH WKH VWDWHPHQW NQRZLQJ LW ZDV IDOVH PD\
FRQVWLWXWHVWURQJO\FRUURERUDWLQJFLUFXPVWDQFHV
F,WLVDGHIHQVHWRDSURVHFXWLRQXQGHUVXEVHFWLRQDRIWKLV
VHFWLRQWKDW WKHSHUVRQUHWUDFWHGWKH IDOVHVWDWHPHQWRUUHSRUW
EHIRUH WKH ODZ HQIRUFHPHQW RIILFHU RU DQ\ RWKHU SHUVRQ WRRN
VXEVWDQWLDODFWLRQLQUHOLDQFHWKHUHRQ
G $Q RIIHQVH XQGHU WKLV VHFWLRQ LV D &ODVV %
PLVGHPHDQRU
 6HH7(; 3(1$/&2'($11 1(9 5(9 67$7 $11 02 $11 67$7
02 $11 67$7 7KHXQLWDOLFL]HGSRUWLRQVRIWKLVSURSRVHGVWDWXWHZHUH
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@ 5HPHG\LQJ6H[XDO$VVDXOW,QYHVWLJDWLRQV 
% &RPPHQWDU\
7KLV PRGHO VWDWXWH FRUUHFWV WKH LQDGHTXDFLHV RI WKH 1HZ -HUVH\
3HQQV\OYDQLDDQG'HODZDUHIDOVHUHSRUWLQJVWDWXWHVWKDWKDYHODQJXDJH
YHU\VLPLODUWRWKH0RGHO3HQDO&RGHIDOVHUHSRUWLQJVWDWXWH$GGLQJWKH
SKUDVH´ZKLFKFDXVHVDODZHQIRUFHPHQWDJHQF\WRFRQGXFWDIXOOFULPLQDO
RU LQWHUQDO LQYHVWLJDWLRQµ PDNHV D WKRURXJK LQYHVWLJDWLRQ DQ HVVHQWLDO
HOHPHQWRIWKHFULPHRIPDNLQJDIDOVHUHSRUW7KHUHIRUHDFRXUWFRXOG
QRW FRQYLFW DQ DOOHJHG IDOVH UHSRUWLQJ RIIHQGHU XQOHVV WKH VWDWH FRXOG
GHPRQVWUDWHEH\RQGDUHDVRQDEOHGRXEWWKDWODZHQIRUFHPHQWFRPSOHWHO\
LQYHVWLJDWHG WKH FODLP  7KLV DGGLWLRQDO ODQJXDJH PD\ DOVR PDNH D
SURVHFXWRU PRUH KHVLWDQW WR SXUVXH FKDUJHV DJDLQVW DQ DOOHJHG IDOVH
UHSRUWHU LI VKH IHHOV WKDW WKHUH LV QRW VXIILFLHQW HYLGHQFH WR SURYH ODZ
HQIRUFHPHQWFRQGXFWHGDIXOOLQYHVWLJDWLRQ
6HFWLRQERIWKHVWDWXWHRXWOLQHVWKHW\SHVRIHYLGHQFHWKDWVKRXOGEH
FRQVLGHUHGZKHQGHWHUPLQLQJZKHWKHUVRPHRQHKDVPDGHDIDOVHFODLP
7KLV VHFWLRQ HQVXUHV WKDW ODZ HQIRUFHPHQW ZLOO QRW UHO\ VROHO\ RQ
FRXQWHULQWXLWLYHEHKDYLRURIYLFWLPVZKHQGHWHUPLQLQJWKHYDOLGLW\RID
VH[XDODVVDXOWFODLP,QVWHDGODZHQIRUFHPHQWZLOOKDYHWRIROORZWKH
WDNHQIURPWKH7H[DV3HQDO&RGH·VIDOVHUHSRUWLQJVWDWXWH7KHLWDOLFL]HGWH[WLQSDUWDRIWKH
VWDWXWHZDVDGRSWHGIURP1HYDGD·VIDOVHUHSRUWLQJVWDWXWH7KHODQJXDJHRIVHFWLRQEZDV
DGRSWHGIURP0LVVRXUL·VSURRIRIIDOVLW\RIVWDWHPHQWVVWDWXWH7KHODQJXDJHLQVHFWLRQF
ZDVDGRSWHGIURP0LVVRXUL·VIDOVHUHSRUWLQJVWDWXWH7KHDXWKRUDGGHG´RUVKHµLQVHFWLRQ
D 6HHDOVR0DUWLQ$6FKZDUW]$GPLVVLELOLW\RI,QYHVWLJDWRU\5HSRUWV LQ&LYLO5LJKWV
$FWLRQV³$8VHU·V0DQXDO 0$54 / 5(9   UHFRJQL]LQJ WKDW LQ*HQWLOHY
&RXQW\RI6XIIRON)5' ('1<DII·G)G G&LU*HQWLOH
FRPSODLQHG WKDW WKH 6XIIRON 3ROLFH 'HSDUWPHQW GLG QRW VHULRXVO\ LQYHVWLJDWH SROLFH
PLVFRQGXFW  ,Q WKLV VWDWXWH ´VXEVWDQWLDO DFWLRQµ ZLOO EH GHILQHG DV VHULRXV SROLFH
LQYHVWLJDWLRQ,G
 6HHVXSUDQRWHDQGDFFRPSDQ\LQJWH[WHQGRUVLQJDPDMRUUHYLVLRQWRFXUUHQWIDOVH
UHSRUWLQJ VWDWXWHV  6HH DOVR 1- 67$7 $11 &²  3$ 67$7 $1' &216 67$7
$11'(/ &2'($11WLW
 6XSUDQRWHDQGDFFRPSDQ\LQJWH[W
 6HH6SHLVHUY5DQGDOO86²DGPLWWLQJWKDWWKHVWDQGDUGRISURRI
WKHVWDWHPXVWPHHWLQDFULPLQDOFDVHLV´EH\RQGDUHDVRQDEOHGRXEWµLQRUGHUWRSURWHFWWKH
OLEHUW\RIDFULPLQDOGHIHQGDQW
 6HH:KDW WR ([SHFW IURP WKH &ULPLQDO -XVWLFH 6\VWHP VXSUDQRWH  FRQILUPLQJ WKDW D
SURVHFXWRUPD\QRWGHFLGHWRSXUVXHFKDUJHVLIWKHUHLVQRWVXIILFLHQWHYLGHQFHWRSURYHDOO
HOHPHQWVRIWKHFULPH
 6HHVXSUDQRWHDQGDFFRPSDQ\LQJWH[W
 6HH VXSUD 3DUW ,,,$ GHPRQVWUDWLQJ KRZ WKH YLFWLP EHKDYLRUV RI WRQLF LPPRELOLW\
GHOD\HG UHSRUWLQJ FRQWLQXLQJ D UHODWLRQVKLSZLWK WKHDVVDLODQW DQG IUDJPHQWHGPHPRU\
FDXVHGLVWUXVWRIYLFWLPVDPRQJVWODZHQIRUFHPHQWRIILFHUV
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JXLGHOLQHV RI WKH ,$&3 WR UHFRYHU HYLGHQFH WKDW IDOOV XQGHU D FDWHJRU\
SURYLGHGLQVHFWLRQE
6HFWLRQ F RI WKH QHZ VWDWXWH SURYLGHV D GHIHQVH IRU DOOHJHG IDOVH
UHSRUWHUV ZKRVH DOOHJDWLRQV GLG QRW FDXVH ODZ HQIRUFHPHQW WR WDNH
VXEVWDQWLDO DFWLRQ LQWR LQYHVWLJDWLQJ WKHLU FODLPV  )DOVH UHSRUWLQJ
VWDWXWHV DUH HQDFWHG ZLWK WKH LQWHQW RI SURWHFWLQJ YDOXDEOH ODZ
HQIRUFHPHQW UHVRXUFHV  7KHUHIRUH LI D SHUVRQ·V FODLPV GR QRW FDXVH
VLJQLILFDQW UHVRXUFHV WR EH H[SHQGHG LH WKURXJK D WKRURXJK
LQYHVWLJDWLRQ FKDUJLQJ WKH FODLPDQW JRHV DJDLQVW WKH LQWHQW RI D IDOVH
UHSRUWLQJ VWDWXWH  7KLV SURYLVLRQ ZLOO SURYLGH H[WUD SURWHFWLRQ WR
DOOHJHG IDOVH UHSRUWHUV ZKRVH FODLPVZHUH QRW WKRURXJKO\ LQYHVWLJDWHG
EHIRUHEHLQJODEHOHGIDOVH
7KHUH DUH WKUHH LVVXHV VRPH PD\ UDLVH LQ UHVSRQVH WR WKH UHYLVHG
VWDWXWHWKRVHZKRGRIDOVHO\UHSRUWUDSHPD\JRXQSXQLVKHGWKRVH
ZKR DUH IDOVHO\ DFFXVHG RI VH[XDO DVVDXOW PD\ EH XQSURWHFWHG DQG
,$&3 JXLGHOLQHVPD\ EH VXIILFLHQW WR FRPEDW WKH SUREOHP RI DFWXDO
VH[XDO DVVDXOW YLFWLPV EHLQJ FKDUJHG ZLWK IDOVH UHSRUWLQJ  $V
SUHYLRXVO\ GLVFXVVHG WZR WR WHQ SHUFHQW RI VH[XDO DVVDXOW FODLPV DUH
IDOVH6NHSWLFVZRXOGDUJXHWKDWDGGHGSURWHFWLRQVLQWKHUHYLVHGVWDWXWH
ZRXOGPHDQ IDOVH UHSRUWHUV RI VH[XDO DVVDXOWZRXOG JR XQSXQLVKHG
+RZHYHU WKH VWDWXWH RQO\ SURYLGHV WKDW DQ DOOHJHG IDOVH UHSRUWHU ZLOO
HVFDSHSXQLVKPHQWLIWKHVWDWHFDQQRWSURYHEH\RQGDUHDVRQDEOHGRXEW
DIWHUDWKRURXJKLQYHVWLJDWLRQWKDWVKHGLGLQIDFWSURYLGHDIDOVHUHSRUW
7KHVWDWHZLOOKDYHWRPHHWWKHVDPH´EH\RQGDUHDVRQDEOHGRXEWµEXUGHQ
 6HH VXSUDQRWH  DQG DFFRPSDQ\LQJ WH[W  6HH JHQHUDOO\ 6(;8$/$66$8/7 ,1&,'(17
5(32576VXSUDQRWHH[SORULQJKRZDODZHQIRUFHPHQWRIILFHUVKRXOGLGHDOO\KDQGOHD
VH[XDODVVDXOWLQYHVWLJDWLRQ
 6HHVXSUDQRWHDQGDFFRPSDQ\LQJWH[WJUDQWLQJDGHIHQVHIRUDOOHJHGIDOVHUHSRUWHUV
ZKRVHFODLPVGLGQRWLQVWLJDWHDVXEVWDQWLDOLQYHVWLJDWLRQ
 6HH6WDWHY'LHW]H6(G1&&W$SS
 6HHLGKROGLQJWKDWWKHIDOVHUHSRUWLQJVWDWXWHLVLQWHQGHGRQO\WRSURWHFWDJDLQVWIDOVH
FODLPVWKDWZRXOGGUDLQWKHYDOXDEOHUHVRXUFHVRIODZHQIRUFHPHQW
 6HH VXSUD QRWH  DQG DFFRPSDQ\LQJ WH[W LGHQWLI\LQJ D GHIHQVH IRU DOOHJHG IDOVH
UHSRUWHUVZKRVHFODLPVZHUHQRWWKRURXJKO\LQYHVWLJDWHG
 6HHLQIUDQRWHV²DQGDFFRPSDQ\LQJWH[WDQDO\]LQJHDFKFRXQWHUDUJXPHQW
 6HH)DOVH5HSRUWLQJVXSUDQRWHLQIHUULQJWKDWRQO\WZRSHUFHQWRIUDSHUHSRUWVDUH
IDOVH
 6HH :KDW &DQ <RX 'R LI 6RPHRQH )DOVHO\ $FFXVHV <RX RI 5DSH" +*25*
KWWSVZZZKJRUJDUWLFOHDVS"LG  >KWWSVSHUPDFF-0'@ LQYLWLQJ WKH
LGHDWKDWSURVHFXWRUVPD\VLGHZLWKDIDOVHDFFXVHUEHOLHYLQJWKHDFFXVDWLRQZDVVLPSO\D
PLVWDNH
 6HHVXSUDQRWHDQGDFFRPSDQ\LQJWH[WRIIHULQJSURWHFWLRQVWRDOOHJHGIDOVHUHSRUWHUV
ZKRVHFODLPVZHUHQRWIXOO\LQYHVWLJDWHGRUIRXQGWREHIDOVHZLWKLQVXIILFLHQWHYLGHQFH
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RISURRILQWKHDOOHJHGIDOVHUHSRUWHU·VFDVHDVLWZLOOLQWKHDOOHJHGVH[XDO
DVVDXOWHU·VFDVH
,Q WKH VDPH YHLQ WKHUHPD\ EH FRQFHUQ WKDW WKRVHZKR DUH IDOVHO\
DFFXVHGRIVH[XDODVVDXOWZLOOQRWEHSURWHFWHGXQGHUWKHUHYLVHGVWDWXWH
$JDLQ WKH VWDWH PXVW PHHW WKH KLJKHVW VWDQGDUG RI SURRI LQ RUGHU WR
FRQYLFWVRPHRQHRIVH[XDODVVDXOW$VDOUHDG\QRWHGLWFDQEHGLIILFXOW
IRUSURVHFXWRUVWRUHDFKWKH´EH\RQGDUHDVRQDEOHGRXEWµEHQFKPDUNLQD
VH[XDODVVDXOWFDVH 7KLVKLJKEXUGHQLVZK\RQO\RXWRIUDSH
FODLPV UHVXOW LQ D FRQYLFWLRQ  7KH UHYLVHG VWDWXWH VLPSO\ PDNHV LW
HTXDOO\DVFKDOOHQJLQJWRFRQYLFWDQDOOHJHGIDOVHUHSRUWHU
)LQDOO\ VRPHPLJKW DUJXH WKDW EHFDXVH WKH ,$&3KDVJXLGHOLQHV LQ
SODFH WR LPSURYH WKH KDQGOLQJ RI VH[XDO DVVDXOW FODLPV UHYLVLQJ IDOVH
UHSRUWLQJ VWDWXWHV LV XQQHFHVVDU\ :KLOH WKH ,$&3JXLGHOLQHVZRXOG
GUDVWLFDOO\ GHFUHDVH V\VWHPLF GLVWUXVW RI YLFWLPV LI WKH\ ZHUH IROORZHG
FDUHIXOO\ E\ DOO ODZ HQIRUFHPHQW RIILFHV WKH\ DUH QRW PDQGDWRU\
JXLGHOLQHV  %HFDXVH UDSH YLFWLPV OLNH /DUD0F/HRG DQG 6DUD 5HHG\
FRQWLQXHWREHFKDUJHGZLWKIDOVHUHSRUWLQJDSUREOHPH[LVWVGHVSLWHWKH
JXLGHOLQHV  ,IDVWDWHDGRSWV WKHQHZVWDWXWH WKH VWDWXWHZLOOEHFRPH
ELQGLQJRQWKDWVWDWH·VFRXUWVPDNLQJLWVDXWKRULW\PDQGDWRU\
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:KLOHVRPHPD\REMHFWDVWDWXWRU\UHYLVLRQLVQHFHVVDU\LQRUGHUWR
SURWHFWDFWXDOYLFWLPVRIVH[XDODVVDXOW IURPEHLQJDFFXVHGRIPDNLQJD
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WKDWSURVHFXWRUVZLOOWRRRIWHQVLGHZLWKDIDOVHUHSRUWHUEHFDXVHRIWKHQDWXUHRIUDSHDVD
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
 6HHVXSUDQRWHDQGDFFRPSDQ\LQJWH[WDGYLVLQJWKDWDQDOOHJHGO\IDOVHFODLPPXVW
KDYH EHHQ WKRURXJKO\ LQYHVWLJDWHG LQ RUGHU IRU WKH FODLPDQW WR EH FRQYLFWHG RI IDOVH
UHSRUWLQJ
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UHIHUULQJ WR ,$&3 JXLGHOLQHV UHJDUGLQJ IDOVH
UHSRUWLQJIRUVH[XDODVVDXOW7KH1695&GRHVQRWRSLQHWKDWWKHJXLGHOLQHVDUHVXIILFLHQW
7KH\ PHUHO\ VXJJHVW WKDW WKH ,$&3 KDV VHW JXLGHOLQHV LQ SODFH WR FRPEDW WKH V\VWHPLF
PLVWUXVWRIYLFWLPVRIVH[XDODVVDXOW
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
 6HH VXSUD 3DUW , UHYLHZLQJ /DUD 0F/HRG·V UDSH FDVH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IDOVHUHSRUW7KHUHYLVHGVWDWXWHHQVXUHVWKDWDFODLPZLOOEHLQYHVWLJDWHG
IXOO\EHIRUHLWFDQEHGHHPHGIDOVH,WHQVXUHVWKDWPDQ\NLQGVRIHYLGHQFH
QRWRQO\FRXQWHULQWXLWLYHYLFWLPEHKDYLRUZLOOEHDVVHVVHGLQGHWHUPLQLQJ
ZKHWKHU D VH[XDO DVVDXOW FODLP LV IDOVH  ,W DOVR SURYLGHV D GHIHQVH IRU
DOOHJHG IDOVH UHSRUWHUV LI WKHVH WKRURXJK LQYHVWLJDWLYHPHDVXUHV DUHQRW
WDNHQ,IDGRSWHGDUHYLVHGVWDWXWHZLOOEHDPDQGDWRU\DXWKRULW\WKDWZLOO
SURWHFW DFWXDO VH[XDO DVVDXOW YLFWLPV IURP EHLQJ DFFXVHG HYHQ LQ
PXQLFLSDOLWLHVWKDWGRQRWIROORZ,$&3JXLGHOLQHVIRULQYHVWLJDWLQJVH[XDO
DVVDXOW
7KH UHYLVHG VWDWXWH³XQOLNH WKH FXUUHQW 0RGHO 3HQDO &RGH IDOVH
UHSRUWLQJ VWDWXWH DQG 3HQQV\OYDQLD 1HZ -HUVH\ DQG 'HODZDUH IDOVH
UHSRUWLQJ VWDWXWHV³GRHV QRW FRQWDLQ LQDGHTXDFLHV WKDW DOORZ IRU DFWXDO
YLFWLPVRIVH[XDODVVDXOWWREHFKDUJHGZLWKIDOVHUHSRUWLQJ,WZLOOPDNH
LW LQFUHDVLQJO\ GLIILFXOW IRU ODZ HQIRUFHPHQW RIILFHUV WR DOORZ WKHLU ELDV
DJDLQVW YLFWLPV RI VH[XDO DVVDXOW WRGHWHU WKHP IURP IXOO\ LQYHVWLJDWLQJ
FODLPV  9LFWLP EHKDYLRUV VXFK DV WRQLF LPPRELOLW\ GHOD\HG UHSRUWLQJ
IUDJPHQWHGPHPRU\DQGDFRQWLQXHGUHODWLRQVKLSZLWKWKHDWWDFNHUDORQH
ZLOOQRWVWDQGDVJURXQGVWRGHHPDVH[XDODVVDXOWFDVHDVIDOVH7KLVVKLIW
IURPGRXEWLQJYLFWLPVEDVHGRQWKHLUEHKDYLRUWRLQYHVWLJDWLQJDOOFODLPV
WKRURXJKO\ ZLOO UHGXFH WKH QXPEHU RI DFWXDO VH[XDO DVVDXOW YLFWLPV
DFFXVHGRIIDOVHUHSRUWLQJVRWKDWWUDJLFFDVHVOLNH/DUD0F/HRG·VZLOOQR
ORQJHURFFXU
.HOVLH3OHVDF
 -'&DQGLGDWH 9DOSDUDLVR8QLYHUVLW\ /DZ 6FKRRO  %$ (QJOLVK:ULWLQJ DQG
&RPPXQLFDWLRQ6WXGLHV6DLQW0DU\·V&ROOHJH0D\7RP\PRP.DWK\WKDQN\RX
IRUEHLQJP\ELJJHVWFKHHUOHDGHUDQGWKHPRVWVHOIOHVVSHUVRQ,NQRZ,DPVRUU\IRUPDNLQJ
\RXZRUULHGZKHQ,SXOOHGDOOWKRVHODWHQLJKWHUVLQWKHODZUHYLHZRIILFH7RP\EURWKHU
-RH\WKDQN\RXIRUFRQYLQFLQJPHWKDW,FRXOGQRWZULWHDQHQWLUHIRUW\SDJH1RWHLQWKH
VSDQRIRQH+DOORZHHQZHHNHQG<RXDUH\RXQJHUWKDQPHEXWPXFKPXFKZLVHU7RP\
'DG-RHWKDQN\RXIRUDOZD\VEHLQJFDOPGXULQJP\FRPSODLQLQJDQGUDJHZDONVDURXQG
WKH KRXVH  <RX KHOSHG SURYLGH PXFKQHHGHG SHUVSHFWLYH  , ORYH WKH WKUHH RI \RX
LPPHDVXUDEO\$QGWRHYHU\RQHZKRWRRNWKHWLPHWRUHDGWKLV1RWHSURYLGHIHHGEDFNDQG
JLYH LW VRPHPXFKQHHGHG WRXFKXSV , DP VR JUDWHIXO  ,W WDNHV D YLOODJH WR JHW D1RWH
SXEOLVKHGDQG,KDYHEHHQEOHVVHG WREH VXUURXQGHGE\ WKHPRVWSKHQRPHQDOYLOODJHRI
HGLWRUVIDFXOW\DGYLVRUVDQGPHQWRUV/RQJOLYH9DOSR
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